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If we establish « patent eyetem, it will benefit our country mainly in the fol- 


lowing ways: 
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Tt Will Protect Our Exports of ‘echnology and Benefit International Trade 
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If left unprotected, patents for 


To maintain supericrity in foreign trade, erport commodities and exports of tech- 
nology sust be fully protected by patents. 
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to establish thie kind of patent system as epeedily as possible. The patent system 
of Our country will incorporate the special characteristics of our country's so- 
cialist system, as it will aleo conform to basic international practices. The key 
point ie that we will heave to expend time and energy to gain an underetanding end 
mastery of the patent system and have it protect the interests of our country, and 
have it aleo facilitate our commercial intercourse with a1] the countries of the 
world, #0 as to serve our four modernitetion projects. 
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WATIOWAL POLICY AND ISSUES 


YINGJI GUANLT' ON CONSOLIDATION OF ENTERPRISES 
WK2390742 Beijing JINGJI GUANLI in Chinese Ho 3, 15 Mar 81 pp 3-5 


[Article by Wang Yongyin [3769 3057 6892): “Continuously Consolidate the Enter- 
priees, Improve the Economic Results and Eneure the Healthy Development of the 


National Econoay" | 


{Text} At the end of last year, the Central Committee of the Chinese Communiat 
Party and the State Council aade an analysis and overall appraisal of the whole 
economic situation of the country adopted a major decision to further readjust 
of readjustment is to achieve a 
balance between state revenues and expenditures and to stabilize prices and the 
economy eo that the excellent situation created since the 34 session of the Lith 
Party Central Committee can develop further. Viewed in the long run, the aim is 
to fundamentally eradicate the pernicious influence of “leftiat" thinking so that 
in directing our economic work, we can proceed from our national conditions and 
capabilities and do things in light of the principle of “seeking truth from facts” 
#0 ae to bring the national economy beck on the track o 
and healthy development as soon as possible. 


Since the founding of the 
our economic construction. But compared 
objective possibilities of the superiority 
goals we should have achieved. One of the igportant reasons for this situation 
ie that in the long period after the firet 5 year plan, there were “leftist” 
mistakes in the guiding thought of our work 
high growth rate and targets, resulting in the unwholesome 

iaportance to capital construction to the neglect of production and going after an 
excessively high rate of sccumulation with low efficiency. We hinged our economic 
development on increasing the scale of capital construction, on setting up new 
enterprises and particularly on running the heavy industrial projects which require 
Leavy investments and long lead tiges. Because the scope of capital construction 
surpassed the possibilities of the estate's financial strength and, saterial 
resources and because of the poor sanagement and indiscretion exercised before 
operations began, many construction projects could not go into operation on time. 
Ae — result, although large amounts of funds, materiale and equipment were poured 
into such projects by the state, new productive capacity could not be formed 
speedily. On the contrary, construction projects which were 

became more and gore numerous. We attached no importance to 
business management of colder enter rises which we established with great effort 











and we sought unrealistically 

















and paid ne attention to the maintenance, renovation and taprovement of equipment 
with the result that the older enterprigees were for a long time a backward state 
of low proportion of serviceable equipment, out-of-date technology, huge *oneump- 
tion, great waste, many accidents, poor product quality and a “set system" of 
product design for several decades. In production, we onersidedly pursued output 
value and production quotas, paying little attention to whether the producte 

were salable or not. in thie way, production and sales were very often dislocated, 
large amounte of products were stockpiled and those really needed on the market 
were very ecare. The high consumption and low efficiency in production and con- 
atruction made the supply of energy and raw materiale more strained and we had to 
set up new capital construction projects on a large scale. In this vicious circle, 
the ever-expanding ecale of capital construction can only be maintained by exces- 
sively high accumulation, which in turn will affect the normal growth of consump- 
tion and proper improvements in the people's lives. In thie situation, superfi- 
clally the scope of capital construction looks grand and, the speed of economic 
development comparatively high. Wowever, because no attention is paid to economic 
resulte, in reality, the social wealth created is very little and the benefits for 
the people are not many. Experience gained over the past years shows that the 
practice in which heavy industry ie given one-sided stress while light industry 
does not receive the deserved attention, accompanied by high accumulation and low 
efficiency, does not confors with our national conditions and abilities. It cannot 
combine closely the development of production and construction as well as improve- 
mente in the people's living etandard. It cannot maintain « correct balance in the 
major proportions of the national economy--between accumulation and consumption, 
between agriculture, light industry and heavy industry, ae well as between simple 
reproduction and enlarged reproduction. We should make up our mind to change this 
situation thoroughly and develop the economy by bringing the role of existing 
enterprises into play and by firmly grasping economic results. Being in accord 
with the will of the people and the general trend of events, thie vital problem 
demands an earnest solution. Especially in the period of economic readjustment, 
the investments channeled into capital construction should be curtailed drastically 
and administrative expenses and some investment expenditures reduced. It has been 
very unrealistic for us to increase production by relying on opening once again 
numerous new projects in large numbers and on increasing the consumption of energy 
and raw materiale in vast amounts. 


Oure ie a socialist country with a basic characteristic of having 4 population of 
nearly 1 billion, over 800 willion of whom are peasants, and a backward state of 
culture and economy ae well as 4 relatively low level of social productivity. 

These conditions and capabilities of our country make it impossible for us to 
sustain too euch accumulation over a considerably long period of time, overexten- 
sion of the scale of capital construction and the advancing of the economy at an 
excessively high speed. In the past, some comrades failed to understand this 
matter. Very often they saw only the needs but not the possibilities, hoping to 
perform economic gwiracles overnight in a blind and rash manner--hence more haste 

but less speed. In light of the concrete conditions of our country, in developing 
the economy in the days to come, we should and have to take thie road, that is, 

we should advance social production not by relying on setting up numerous new 
capital construction projects with huge amounts of energy and raw mat al resources, 
not relying on seeking unrealistically high speed witha large incre se in the amount 
of energy and materials consumed, but by relying on bringing existiue enterprises 




















into play, carrying out rational technical renovation, and on reducing consump- 
tion, taproving qua.ity and raising economic resulte with great effort. In eum, 
in developing social production, we should not rest our hopes on engaging .4 
more extensive enlarged reproduction but on doing a good job of intensive enlarged 
reproduction. Of course, in the future, we still want to carry out adequate 
capital construction, and in advancing the economy, we should lay strese on the 
full utilisation of existing enterprises, In doing so, the growth rate of the 
economy may not be as high but the economic returns will be good. More social 
wealth will be accumulated and more material benefits will be obtained by the 
people. Thie is the way to avoid twiste and turns in our economic constructio. 
and to ensure 4 healthy economic development as well ae to integrate the deve iop- 
ment of production and construction as well as the improvemeate of the people's 
well-being. 


Why should we take thie way in developing the economy’? It is necessary not only 
because objectively we have to do it, but aleo because we have already experienced 
the reality and possibility of doing so. That is to say, through 30 yeare of 
effort in construction we have a considerable gaterial and technical basis and 
greater potential for developing the economy than at any time in the past. At 
present, we have nearly 400,000 industrial «od communications enterprises. Fixed 
aseete of state-run enterprises are abow | 08 greater than they were in the 
early days of liberation. We also have batch of skilled workers and thousands 
upon thousands of epecialiate. Thies tr  dous material and technical forces the 
support and foundation for us to carry o. «« sodernization orogram. Only when 
the initiative and creativity of the broad masses of cadres, workers and technical 
personnel have been brought into play and the economic and technical potential 
tapped to the greatest extent can we effectively push the entire national economy 
forward by relying mainly on existing enterprises and technical forces. 





It must be pointed out that attaching importance to the improvement of economic 
resulte ie the central link to give full play to existing enterprises and technical 
forces. Because of the influence of leftist ideology, for » long time due atten- 
tion has not been paid to economic results, thus hampering the elaboration of the 
role of the existing gaterial and technical basis, which should have been Srought 
into play. Compared with the higher economic targets we attained in the past, 
generally speaking, what required only 1 yuan to achieve in the past requires 2 
yuan today. In production, estimated according to the output valwe per unit of 
tax collective, the state now has 20 billion yuan less. Estimated according to 
the output value per unit of energy consumed, the state now spends an additional 
100 million tone of etandard fuel per year. Estimated according to the amount of 
liquid assets emploved by every unit of output value and by the total amount of 
retail commodities, at least several hundred sillion yuan gore is spent. If we 
can attain the previous higher leve.s of the above-mentioned economic targets. 
the increase in taxes obtained by relying on improving economic results alone 
could greatly surpars the total annual state incomes of the previous years. The 
energy saved every year alone could amount to the present output of six Kailuan 
coal mines. So, it is fair to say that as long as the leading economic departments 
at all levels and all industrial and communications enterprises put their main 
efforts and energy into the improvement of economic results in 4 sustained and 
down-to-earth manner, the national economy is sure to change greatly. 
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fegular eanmer the workers and stall working on projects which have been ordered 
to step of pestpene cometruetion, and these in state enterprises which have been 
imetructed te elese down of stop production, and seip them study teehnology, 
culture and politics a6 well a6 help the cadres study ‘anagement, Their et udy 
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ef the former workers and etal! and the shille of business management of cadres 
will surely be raleed higher wiversally. 


We are full of confidence that a8 long a8 the people throughout the count ry 


etruggic hard with one heart and one wind, we can ensure a8 soon a8 possible a 
concerted, sustained aad healthy development of the national economy. 


Cyd: 4006/2088 














WATIONAL POLICY AND [aeURS 


PRC JOURNAL OF IMPORTANCE OF OPERATION 
WE271058 Reijing JINGJI GUANLI in Ghinese Ho 3, 15 Mar 81 pp 6-8 


[Article by Yu Guangyan [0060 0342 66786): "We Must Attach Great Importance to 
Management in Order to Achiewe the Ais of Socialiet Production" | 


[Text] The discussion of the question held now of the aie of socialist production 
is set only to make clear the aie of soctaliet production but alee to promote 
comprehensive study on how t. achiewe the aie of soctaliet produ tion. Attaching 


great importance to operation is one taportant sepect of accomplishing the aie 
of eoctaliat production. 


| realiee that in recent years we have begun te attach great iaportance to manage~ 
aent, ranging from the ganagement of enterprises to that of the national economy. 


Sanapement : 
and i@proving is 411 related to sanagement. fepecially at 4 tise when we are 
iaplementing readjustment of the national economy, reducing various expenses and 
increasing production, it is impossible to carry owt the task smoothly during the 
period of readjustment without further strengthening and i proving the sanagement 
of enterprices and the national economy. For instance, in the aanagemeut of the 
national economy, the consolidation of discipline in financial affaire falle into 
the category of etreng bening — — Withowt thie, it is impossible to put 
S SS ee. Se SS ee Se Se 












pley a big role in increasing production end — — At present, sore 
attention gust be paid to this. 


In thie article, | am going to deal with amother subject, that ,. while putting 
emphasis on strengthening management . we choulé lay equal stress on the word 
“operation.” I thiak inadequate attention has been paid to thie in the past. 
We used to include the concept of ee Sa SE e “eenagement.” This 
is not conducive to sawing prominence to the taportance of operation. The impor- 
tance of operation during the period of readjustment i« exactly whet we need to 
stress today. 














The question gust be viewed in this way: Though “operation” and “management” are 
often weed together, their weaning is different. What is to be solwed by Soothes 
went” (vere it is confined to economic management) is how to organise various 
economic activities inside an e onomic body in 4 rational way. Tt tneludes not 
enly the relations of production but the productive forces. What ie meant here 

by a8 economic body aay be an enterprise of 4 whole country, Be it ander the 
Capitaliet system of socialist system, there exists the problem of management of 
soclalived masse production, Management taplies the subject of administration 

(the managers), the object of management (the managed) and management activities 
(the content and methods of management), and implies also the management of sen 

and materials. But socialist sanagement has ite ow, characterietics. Por instance 
the soctaliet system ie based on public ye ny + the economic activities under 

4 socialist system gust be @ore organized than those under 4 capitaliet system, 

the whole economic activities under the socialist system aay be regarded as 4 
highly organised economic body which is composed accor ling to 4 certain structure 
by many relatively independe:, basic organizations and administrative undertakings 
of various departments at 41) lewele. If we can further raise the level of exo- 
nomic management and that of the various economic activities, can coordinate quite 
well the relations betweon gan and man, between aan and materiale ae well ae 
between materiale and material, then the whole ages trum of economic activities 
under soctaliem can be organized in a gore effective way, thus giving bet'er play 
to the economic results. -ytyrt 4 -t fir yo -4 
still exiete the problem of whe her an enterprise, department, locality or country 
is operated well or not. “Operation” ie 4 broad concep... It embraces the deci- 
sion to aim at the general goal of the whole economic activities and various 
efforte from ail sides to attain thie goal. If the whole economic organization 
under socialiem is regarded as a huge apparatus and the 
roots level ae independent coctiens, Gita 6 ened job of administrative work seans 
putting the independent aachines and che whole apparatus in 4 good readjusted 
order. Sut a6 for the gen who opera Ay it —y4 
thie is bast the beatenten bub ann Ge ond. They are req 
machines and the whole apparatus according to the set goa 
sidered as having fulfilled their task when they achieve 
Hence the problem of management. 












In @anagement, firet of ali we should hawe 4 clear-cut goal. With the goal chosen 
vronelv, even if mot all efforte will become fruitless (because sometimes the 
unexpected resulte may be just what we seed) in the main they will be in vain. 

So there gust be 4 cortert goal in our social economic activities and social pro- 
duction. Thies ie what we are diecussing now on the aie of so-ialist production. 
The aim of socialist production is the common goal of 411 economic organiz itions 
under the socialict eyetes. Of course, the solution o° the aie of socialist pro- 
duction alone can meet the evergrowing needs of the ma.erial and cultural needs 

of society. Sut thie is far from enough for operation, because it can only solve 
the eost fundamental problem but sot the problems of which specific policy to 
adopt ‘or which epecific goal at any given time. In eum, to realize the ais of 
socialist production is not only to solve the problem of the strategy for economic 
development but also to -olwe the problems cf various specific policies and 
measures. This ic what we want to study in doing 4 good job of “operation.” 











With regard to af enterprise, operation imeiudes| defining the orientation of 
enterprise development, setting up the characteristics and superiority of enter: 
prises and producing gore cad better products which are needed on the market and 
are highly competitive, thus yielding gore profite for enterprises, handing over 
wore taxes to the state and providing gore material benefite te the workers. To 
accomplish thie goal, besides doing 4 good job of management inside the enter 
prises, we should study and grasp fully the earket conditions and various condi - 
tions outeide the enterprises, work out « let of good and wise measures and make 
distinguished achievements in all aspects of thie work, whether in increasing 
production or in practicing economy, Much can be done in thie field. fwery 
society of country has ite own matters of strategy and various specific policies, 
0 does an enterprise. The big vaiverse and emall universe in nature are ai) 
boundless. To social economic life, there ie 4 lot of extremely rich and inten 
sive learning to be searched out and studied in macroeconomics and Sic roeconomices, 
The contents of the strategy of enterprise operation and that of the whole social 
development are two different things. But the correct and incorrect solution te 
the strategy of enterprise operation and the level of strategic thinking pilaye 

a decisive role in whether enterprises can develop of net and in whether they can 
make contributions of not to our sodernization progras. In thie sense, the strategy 
of enterprise operation and that of the whole social development are the same. 


The contents inherent in “operation” are many. What we gentioned above cannot ai! 
be included in the concept of “management.” In institutions of higher learning 


abroad, the subject of management is taught within the big concept of operation. 
iow co desl with the relations of the concepte of “management” and “operation” ic 


not the gost important thing, Sut the gost igportent one is that it is necessary 
how to give prominence to the word “operation,” eo that our cadres can acquire a 
rofound understanding of the word, hence strengthening the epirit of “operation,” 
promoting the knowledge of “operation” and raising their “operational” capability. 


The so-called operational epirit means for we the spirit of building the cause of 
socislies. The content of the epirit te that we should keep the socialist cause 
of the whole country in @ind at all times. Supply ideas and aake suggestions for 
the socialist cause wholeheartedly and iaplement thee in 4 down-to-earth manner. 
What we @ean here by the socialist cauee is aot confined to the socialist cause 
of the whole country alone, but is related to the specific cause of socialicn in 
one's own post. What we gean here by the operational epirit is to pay close atten- 
tion to ewery chance of developing thie epecific socialist cause, alwaye ponder 
over geans and ways to this end and try hard to create the conditions for advancing 
the socialist cause and continuously unite with the comrades to do specific work 
in de eloping the socialist cause. All in all, the operational epirit ie the 
spirit of the socialist cause. By stressing the restricted word of “soctaliet” 
with regard to “the entrepreneurial spirit,” we — that what is emphasized now 
is not any old entrepreneurial epirit but the entrepreneurial spirit base’ on 
socialist consciousness. According to thie entrepreneurial epirit, in developing 
our cause, we should pay attention to adherence to the correct socialist orienta- 
tion, set store by the interests of the people and the whole socialist cause and 
prevent separating ourselves from the track of socialism. By making 4 thorough- 
going ciscussion of the aie of sociali«t production, we sean to hold to the 
socialist orientation. To materialize the aie of socialist production, we must 
increase production and practice eronomy. In order to increase end products, we 


13 











must do a good job of producing intermediate products. ta order te inerease the 
weans of subsiatance, we gust de 4 good job of producing the geane of production, 
In order to develop agriculture and light indue.ry, we must make heavy tnadustry 
better serve agriculture and light industry and accordiig te the requirements of 
the aim of sectaliet production we quest edvance heavy industry iteelf. Bvery 
trade and profession has « problem of good operation for accoaplishing the aie 
of eoctalist production, The comrades working in a!) trades and professions must 
have a high degree of operational epirit and especially during the period of 
readjustment, in order to overcome the hidden dangers, they ust 411 the more 
develop the operational epirit. 


Of course, tt will wot be such use to the soctaliet cause if there ie gerely an 
operational epirit without operational knowledge. Purthermore, the range of opera 
tional knowledge is very wide. Since 4 man's knowledge ic limited, se one should 
study the various necessary operational knowledge according to one's reaponsibility 
in work and one's wieh, We can acquire thie knowledge not only from beoke but 
eore from practice. We should pay continuows attention to absorbing the various 
practical and theoretica knowledge which te needed by the cause for which we are 
struggling hard. Withowt thie epirit, one cannet obtain rich operational knowledge. 


To speak further, it will set do for one to only have rich knowledge of management . 
One should taprove hie ability by using thie knowledge in practice. I! think one 
of the drawbacks in the teaching of economics after the founding of the people's 
republic ie that no adequate attention wae paid to the training of aanagerial 
skille of the etudeuts; but the spoon-feeding way of teaching wae carried out one- 
sidediy with the result that the students appear to be rather bookworme than 


entrepreneurs and operators. 


To a hiewe the aie of socialist production, —88 great importance to opera- 
tion ie the task for the working personne! not only in the state owned enterprises 
but aleo in the collectively owned enterprises. The socialist econcey, be it 
state run or collectively run, should be deweloped greatly with the emphasi«e on 
the former which hae gore favourable conditions. But in past yeare, due to reasons 
of all kinds, the operational epirit of some working personne! has been compar s- 
tively poor. This «tate of affaire calle for our special attention. 


Attaching great importance to operation is the task act only for production depart ~ 
@ente but for the departments of circulation, commerce and finance. Now it has 
become 4 salient problem for the commercial and financial departments to  ttach 
great im@portance to operation. To increase profite and bonuses the work etyle of 
buresucrat-businesemgen was to rely on raising prices. Thie way of doing things 
runs counter to the socialist epirit of operation. The correct way @uet be that 
we should demand profite and bonuses from operation. Owing to the drawbacks of 
our financial system, the operational epirit of our finance was comparatively 
poor. tn the future, the roie of banks should be browg?* into the fullest play. 





Attaching great importance to operation te the task for working personne! not only 
in the leading organizations but in the basic setups. For the working personne! 
in the leading organizations, the operational epirit manifests iteelf in macro- 
economics; for the working personnel in the basic setups, it finde expression in 
sicroeconomics. WMacroec nomics and sicroeconomice are interrelated closely. 


14 

















Only when we attach great tepertance to these two fields, can we run the economy 
well, On the one hand, in the past years, under the guidance of the supply systes 
thinking we were engaged in producing popular ,oode one-track-mindedly, thus 
blocking a1) prospects of a diversified economy and on the other hand, fo distine= 
tion was @ede between those meriting rewards to their good operation and 
these deserving punishment due to their poor ion; #0 great importance was 
attached te the macroeconomics of sicroeconomice of operation. This situation 

4 mands prompt solution, If the leading organiaations and basic setups of all 
trades an! professions poy deserved attention to the word “operation,” develop 
the operational spirit, promete operational kno ledge and raise operational 
ehille, we can ensure 4 great advance in the various aspects of our economic 
work. Thies is an laportant method for realizing the aim of socialist production. 





For economic scientific researchere, in attaching great iaportance to operation 
there lie two tasks: Firet, they should study the branch of learning of “opera- 
tions” in @ systematic way, provide working personne! with basic knowledge con- 
cerning “operations” and train young qualified operators. Second, they should 
study from all sides the specific probleme of operation and help the practical 
workers solve some specific probleme concerning operation. We are al) unfamiliar 
with thie work, but a8 economic ecientific researchers, we have but to make due 
contributicas in thie field. 
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NATIONAL POLICY AND ISSUES 


PRC JOURNAL ON REFORM IN STAGE OF READ/JUSTHENT 
WK140925 Beijing JINGJI GUANLI in Chinese Ho 2, 15 Feb 81 pp 6-10 


[Article by Sun Ruewen [1327 1331 2429): “Reform Should Still be Grasped Properly 
in the Stage of Readjusteent"~--slantlines denote boldface type as published) 


[Text] Since the third plenary session of the Central Committee, some preliminary 
refores have been wade in our country. As practice indicates, they are orientated 
in the correct tirection and are yielding good resulte, setting in sotion the 
initiatives of all factors concerned in enlivening the economy and iaproving eco- 
nomic efficiency. This can be seen from the following facte. 


//Pitat, conducting experimental projects to expand ent ‘rpriee autonomy and setting 
in motion the initiative of the enterprises and staff and workers: // 


These projects to expand autonomy were gostly undertaken in the second half of 
1979 and further developed in a gore significant way in 1980. The asin features 
of these projects are to give the encverprises the right of 

@enting planning, sarketing part of their own products and making arrangements of 
their own in regard to personnel, and so forth. Such o set-up combines the eco- 
fomic responsibilities, economic efficiency and benefite of the 

provides a link between the economic benefite of the enterprises and vorkers 

the one hand and the operation results of the enterprises on the other, bringing 
the initiative of the enterprises and the workers into play and yielding sore 
satisfactory results in 4 preliminary way. 1) This encourages the enterprises to 
find out new waye of production, hence enhancing production 
Machinery Plant for instance. Before trial point work was 
ating under capacity, the planned workload was reduced by 
the previous year and output walue decreased to 19.6 
their powers, on their own initiative they aanaged to t 
extra workload of 662 tons. Consequently . 

an increment of 8.4 percent compared with the previous year; profits exceeded 
planned figures by 45.5 percent, an increment of 32.7 percent compared with the 
previous year. 2) This prompts the enterprises to rave the quality of their ser- 
vice and iaprove their service attitude. In the past many an enterprise etuck 

to the practice of allowing no replacements once goods were sold. Wow gost enter~- 
prises are operating on the “ti -ce guarantee” basis, namely the “money-back 
guarantee,” “replacement guarantee” and “repsir-service guarantee.” Some even 

go as far as providing services for installeent and tuning up of equipment, 
training programe and trial manufacture. The Sichuan Machine Tool Plant on its 
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own accord trialemanufactured a gearing whee! making machine for the Chongqing 
Wateh Plant. 3) This prompte the enterprises to improve product quality on their 
own initiative and to diversify, To seek order placements, the enterprises 
necessarily will be under obligation to fulfill the requirements of their cue~ 
tomers for product varieties, specification, quaiicy and technological features. 
In order to put the products on sale in the earket, the line of fair price and 
goou products wil) be followed to achieve thie end, Most of the enterprises 
undertaking experimental projects have restored and further promoted the produc - 
tion of time-honored brand goods and raised the percentage of top-grade products. 
Some have Crial-manufactured new products. 4) Thie gives the enterprises the 
impetus to pay attention to economic efficiency and taprove economic management. 
Trial-point enterprises are generally etrengthening economic accounting and 
developing technological and economic anelysis. 





The economic resulte of the trial pointe are quite obvious. With respect to the 
4,000 of gore trial-point enterprises in 1979, in comparieon with the previous 
year total industrial output value increased by 11.6 percent, realized profite 
by 15.9 percent and profite turned over to the etate by 12.6 percent. According 
to the statietice of 372 trial-point enterprises in 27 provinces, gunicipalities 
and districts covering the firet 9 gsonthe of 1980, industrial output value 
increased by 12.4 percent in comparison with the same period of the previous 
year, realized profite by 17.5 percent and profite turned over to the estate by 
13.3 percent. The increment greatly surpassed the average increment for state 
enterprises in our country a8 well as their own tucrements before undertaking 
trial-point work. 


//Second, carrying out trial point to restructure industrial production according 
to the principle of specialized cooperation among enterprises, pushi-g ahead inte- 
gration amsong enterprises: // 


According to partial statistics of 21 provinces and sunicipalities, at present, 
1,261 epecialized cooperations and general plante of various kinds have been 
organized. Of these, 184 are corporations and general plants of the nature 
enterprises being run on 4 trial oasis. To « certain extent, good results have 
been achieved by the above reorganization and integration in respect to giving 
play to their respective advantages, improving the degree of coordination among 
apecialized plants and changing the irrational “large and complete” and “emall 
but comlete” factory layout. Good results have aleo been achieved in the field 
of management a6 well as speeding up production. To summari*e these good results: 
1) The barriers between departmental and regional divisions have been broken 
through and horizontal contacts among enterprises have been facilitated. For 
instance, the Nanjing Radio Plant, which is governed by the Fourth Minietry of 
Machine Building, by merging with 37 electronics plants in Nanjing set up 4 new 
corporation, the China Radio Corporation of Nanjing. By so doing, conflicts 
between winistries and the localities, between eilitary and civilian use and 
between one factory and another have been cleared up, the superiority of the 
advanced enterprises has been unleashed and big increments have been made for 
products that are casily marketable and in line with consumer demand. Up to the 
end of October 1980, in comparison with the same period of the previous year, 
production of radios of this corporation increased by 93 percent, televisions by 
222 percent, sales by 20.26 percent and profite by 30.83 percent. 2) The situation 
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of “large and complete” and “emall but complete” factory layout ie ameliorated, 
hence better manageme st of specialised corporation, For inetanee, the Chongqing 
Sewing Mach.ne Plant was an all-round producer, NM tt leaves the production of 
113 kinde of epare and component parts to 20 plants having cooperative agreements 
with it, These epere and component parte plue those bought eleewhere comprise 
90 percent of the total spare and component parte weed, The general plant devotes 
ite attention to and takes care of the gore complex and difficult work of pro- 
ducing the casinge and base plates in addition to the assembly of the machines. 

In thie way, inerease of production te achieved. in the firet half of 1960 gore 
than 50,000 machines were produced, a figure in excess of the designed capacity 

of the plant. ta 1979 4 loss of 110,000 yuan wae incurred. By the firet half 

of 1980 a profit of 410,000 yuan wae made. 3) Coordination has been achieved 

to » oduee complete sete of equipment by assembling componente made by different 
factories, thereby promoting the production of “fiet" products. [The fiet, a 
symbol of strength, te made by clenching the fingers, which individually can 

exert little etrength, hence the analogy signifying products of the combined 
efforts of enterprises formerly unrelated to one another.) For inetance, the 
Shashi Machine Tool No 1 Plant produces high quality rocking arm drille which 

are in big demand both domestically and abroad, but the factory hae an annual 
capacity of only 300 machines. The year before last, Shashi Municipality merged 
the No 2 and No 3 machine tool plants, both operating under capacity, with thie 
ylant to form a machine tool corporation for the purpose of pooling their produc~ 
tion capacities to produce complete sete of machinery. The “three funds” in 
addition to financial allocation from the government and bank loans were also 
pooled to carry on technological improvements. With all this, production capacity 
was very soon increased to 1,000 machines. With the wnual production raised by 
35.7 percent in 1979 compared to 1978, production war further hiked 53 percent 

in the firet half of 1980 compared to the same period in 1979. 4) Production 
efficiency has been increased by classifying and regrouping some of the enter- 
prises. Por instance, the hardware industry in Beijing originally comprising 

60 to 70 plante was 4 large and mixed sector in Beijing. Among the enterprises 
set up through regrouping according to specialization among these enterprises, 

six corporations gay be mentioned: the Industrial Corporation of Hardware for 
daily wee, the Industrial Metal Hand Tool Corporation, the Industrial Civil 
Electric Utensil Corporation, the General Zipper Manufacturing Plant, the General 
Aluminum Utensil Plant and the General Scissors Plant. After 1 year's operation, 
the 6 corporations in comparison with their former counterparts showed a 32.9 
percent increase in output value, 14 percent increase in profits and new products 
such as wa: hing @achines, air conditioners, electric fans and collapsible beds 
were trial-produced. 5) By taking from the long to add to the short, production 
has been expanded for goode that are easily marketable and meet consumer needs. 

Por example, the Shanghai Municipality assigned 88 electronic plants and produc- 
tion pointe that were randomly dispersed in the multiplicity of the Light Industry 
Bureau and the Handicraft Industry to the Scientific Instrument Bureau for Manage- 
ment and Planning. Of these, seven specialty ce -porations were organized one 
after another. Among them may be mentioned the Computer Corporation and the 
Semiconductor Corporation. For these corporations, product lines were reorientated 
and duplication of output was cut. For instance, the Jinling Radio Plant and the 
No 15 Television Plant were made into a special plant producing complete assemblies 
for television sets. Eleven factories that had been producing poor quality goods 
at a high cost for which there was no consumer demand were consolidated and made 
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inte plants produ og spare parte, The reconditioning factory was made the 
assembly plant. in addition to thie, five specialty plante were set up by 
reorganizing technology and work procedure. After all thie reorganization, the 
annual production for radios increased by W percent. for television sete by 3.5 
times, for tape recorders by 2.2 times and for amplifiers by 50 percent. 6) Research 
centers for energ) saving were set up by an indue rial equipment factory to serve 
19 factories nearby. by so doing, operating capacity increased from 40 percent 

to more than 85 peicent and output was doubled, as production wae more centralised 
and output batches enlarged. For every ton of heat treatment, electricity consump- 
tion was reduced from 1,600 to 900 kwh, reducing the overall cost per ton from 

360 to 200 yuan. In the meantime, output quality was ieproved. 


//Third, regulation by earket mechanism has been brought into effect under planned 
guidance and circulation has been enlivened. // 


During the past 2 years we have undertaken some trial-point reforms of the 
planning, goode and materials, commerce, foreign trade, and price systems. 

1) Gradually reduce planning of production targets and allow enterprises to make 
supplementary production plane in conformity with the needs of society and the 
market and their own conditions. Take the eteel industry for inetance, in 1979 
more than 2 million tons of short-term steel products consisting of small-sized 
products, wire products, and so on, were produced according to market demand 
without reference to government planning. In the First Ministry of Machine 
Building, 14 percent of its electric utensil products of the current year, in 
terms of output value, were produced of their own accord in response to market 
demand. In fact, the overwhelming majority of products administered by the 
ministries of the central government were made by contracts arranged by the 
various factories, showing the tendency to produce in conformity with market 
needs. 72) An initial change has been wade in regard to the situation whereby 
state controlled supplies are distributed by commercial intermediaries enjoying 
exclusive selling rights, products are purchased and marketed by state monopoly 
and distribution is carried out simply by planning. Now part of the supplies 

and commodities are allowed to be purchased and sold at one's own volition. 

Many industrial departments, factories, communes, agricultural production brigades 
and state farms set up purchase and marketing stations in cities and towns. 
State-operated stores are now making endeavors to reach for the market towns by 
setting up marketing stations there. Some even go as far as setting up vending 
atalle there. More than 600 service stations for the means of prowuction and 
more than 60 market places for the geans of production have been set up in various 
parte of the country. And gore than 2,200 agricultural product trade fairs have 
opened one after the other in 208 cities. Through the above-mentioned measures, 
not only have monopolies been broken up but new channels and networks for commodity 
circulation have also been edded. 3) The market has been given more prosperity 
and households and consumers have been provided with more conveniences in making 
their purchases. According to preliminary statistics, of the 210 types of goods 
and materials under unified distribution by the state, 146 are electrical apparatus, 
6° percent of the tota!, and now supplied without any restrictions. Various forms 
of exhibitions to promote sales, various meetings for goods and materials inter- 
change and adjusting supplies have been organized in many sectors and places. 

Most supply, commercial and foreign trade supply organizations have offered their 
services in the capacity as agents to make purchases and sales, to process goods, 
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te deliver goode and promote various activities for @utual adjustment, It is 
estimated that in the past 2 years ae @uch as }.5 to 5 billion yuan were involved 
in the purchasing and selling business by agents and various aciivities in adiueting 
supplies. Through regulation by market mechaniam many organisations obtain the 
equipment and supplies that ai° in urgent need and thie enaures the normal carrying 
on of their production and many enterprises find outlets for goods stored away ae 
inventories, 4 way to lessen the burden of overstocking. Large increases have 

been made both in the production and sales of the light and textile industries, 
Great improvements have also been made in foodstuff supplies in urban areas. 

Farm product trading has been orfe« and prosperous in Large and medium sized cities. 
The practice of regulation by market mechanism guided by planning broadens the 
scope of commodities and increases their circulation. Thies enables our markets 

to experience 4 prosperity never seen in the past 10 or 20 yeare. 


//Pourth, promote and develop diverse forms of operation, allow varied e:onomic 
elemente to exiet.// 


In the past 2 years, .he collective and individual economic sectors have been 

gi ef encouragement and developed under the advantageous conditions of the system 
of ownership by the whole people. In the countryside, government policy has been 
relaxed and various responsibility systems and apecialized division of labor, 
linked to output, are put into practice in various localities, which tmplement 
thie accord og to their specific circumstances and local conditions. Many agri- 
cuitural provuction brigades fix production quotas for their production teams and 
specify the responsibilities of each worker. In the remote and poor mountainous 
areas, it is permitted to specify production quotas for the households and indi- 
viduals. In cities and towns, groupe in industry, transportation, construction, 
retail stores, catering, service and repair trades have been developed under the 
system of collective ownership. In addition to these, a good number of individ- 
ually operated handicraft, catering, service and repair trades and emall merchants 
and peddlers have been given permission to do business. A large number of people 
awaiting employment have been given jobs, the market is being enlivened and the 
daily Life of the people ia being facilitated by all this. Taking the country as 
a whole, in 1979 the collective commercial network in urban areas alone from the 
county Level upward comprised 12.800 unite, an increment of 83 percent as compared 
with 1978. Up to the end of September 1980, in cities and towns the individual 
economy had already developed to about 500,000 households, an increment of more 
than 200,000 as compared with the previous year. In 1979 more than 9 million 
people awaiting employmer. ‘ere put to work of whom upwards of 4 million or 
approximately 44 percent of the total were employed by collective enterprises. 

in the first half of 1980 close to 3 million job seekers were put to work, of 
whom nearly 1 million or 33 percent were taken on by collective enterprises. 

Since the above-mentioned reforms are being undertaken with economic readjustment 
not yet having been completed, there are also a number of shortcomings and problems 
in the reforms. The following five are the principal ones: 


//1. The contradiction between reform end the current economic system the chief 
elements of which are the various departmental and local administrations:// Refors 
dictates that every economic unit under the guidance of the state planning be 
enabled to carry on activities according to its own will and according to the 
principle of economy and rationality. Yet the various departments remain isolated 








and the oifferent localities mainta.a separatiat rule. They run smack into the 
economic activities of the enterprises. For inatance, the enterprises demand thax 
4& change be made in respect to the system of leadership from multiple quarters 
and the numerous channels for handing down planning targete. No solution in this 
regard has yet been found, 





/'2,. The contradiction between reform and the irrational price syetem and tax 
system:// Reform demande that the benefits of the enterprises be geared to opera- 
tion results. However, with the present severe price deviation from value and 

the failure of taxation and interest rates to play their role as economic levers, 
the putting into practice of such measures as profit sharing, full financial 
responsibility and eo forth, will necessarily result in inequality of income 
distribution that bestows fortune to some and brings sorrow to others among the 
various production sectors, enterprises and geographical regions. To make things 
worse, this will aleo give rise to disproportion in regard to allocation of 
resources and the severe divorcement of social production from social demand. 


//3. Implementation of reform from bottom to top lacks vigorous guidance from 
top to bottom.// The reforms of the past 2 years, including the one "give full 
play to advantage, protect competition and promote integration” have been mostly 
carried on according to the principle of free will, @utual benefit and the prin- 
ciple of proceeding from bottom to top. In this way aicroeconomice has been 
given play (albeit not yet enough), yet planned guidance has not been followed 
up. Hence the lack of the needed control in the application of macroeconomics 
which gave rise to a certain tendency toward blind and unrealistic actions, a 
phenomenon detrimental to the overall balance. For instance, owing to the lack 
of guidance in directing the utilization of the funds belonging to the various 
localities, departments and enterprises, and the lack of a strict management 
system for studying and approving capital construction projects, the problems 

of duplicate construction and blind construction. Owing to the lack of expertise 
in formulating concrete measures to link regulation by pianning sechaniem with 
regulation by market mechaniem and owing to the lack of a market information 
evyatem, the probleme of blind production and duplicate production have emerged as 
a result of rivalry to produce “goods in great demand” on the part of various 
departments, localities and enterprises. Due to the absence of economic legisla- 
tion, formulation of certain epecific policies and the lack of adequate examina- 
tion of and supervision over enterprises, the unlawful practice on the part of 
certain enterprises has come about of not conforming to state plans, of jacking 
up prices in disguised forms and reckless payment of bonuses, and some have even 
gone to the extreme of resorting to fraud and deception and pilfering the state 
revenues by tax evasion. 


//4. There ie a lack of coordination among the various reforms, some of which 
contradict one another.// Take the two-tier financial sanagement system for 
instance. By carrying out “delineate revenue and expenditure, delegate responsi- 
bility to different levels” for the central and local government, this is helpful 
to stopping the nationwide practice of “eating out of a big pot" and mobilizing 
the activiem of the local governments to further raise revenue and cut expenditure. 
However, due to the fact that the present management system is characterized by 
the linkage of the interests of the various localities to those of the enterprises, 
this intensifies local government interference with the affairs of the enterprises, 
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//Seeond, syeehfrontee the pace of economic readjustment with the speeding up of 
OfeeRicalion, promete integration of eaterpriaes, // 


The irrational production end product structures should be altered in accordance 
with needs and in conformity with out capability to undertake such iaprovemente. 
Thie 6 Bet only ah tepertent liek in regard te carrying owt the reforms but « 
tajof substance of economic feadjust@ent. And thie te to be implemented side by 
side with the carrying on of readjustment at greater speed. Administrative aeane 
are to be resorted to in releasing li@itetions iaposed by various administrative 
departments, locelities and ownership considerations eo a8 to motivate the enter- 
prices to ofgenite corperations and incorporate themmelves inte integrated bodies 
of vetlows kinds according to the pr'seciple of specialised cooperation and eco~ 
fomle fationality. te regard to these enterpriees Which are to be closed down, 


of eo a to enable thee 
are easily or te take the enter- 
prises that produce bh Quality famoue-brand products as the bese for expansion 


by way of integration fer the purpose of expanding preduction and caports. We 


must take energy-saving a6 the core of out probleme, reorganize the enterprises 
and equipment w.ere -sergy consumption ic high and waste ie considerable and set 


large and oodium sived cities at the soonest possible date « group of 
cevtere for casting, forging, thermal treatment, electroplating, and 
t vigorously promote integration of the producing areas of raw 
industrialised urban areas and the aanufacturing enterprises, 

of raw eateriale and the construction 
the @eantiae, however, precaution should 
of aanufacturing industries. It is siso 


necessary to put more emphasis on the reorganization of industrial produrtion to 
give more guidance to economic integration, to ensure good overall planning and 













/ Third, it te necessary to refore planning aethodology and etrengthen regulation 
by market gechanion under planned guidance // 


Preliminarily the refor# would take the fore of replacing directive planning by 

> system of plawning incorporating directive planning and guidance planning. 
Directive plan targets require ensured fulfillment, while guidance plan targets 

h got enforce fulfillmeet, ohly requiring the enterprises to accord thoughtful 
atfangements and their best to fulfill the targets. Por thie reason, products 
should be divided iate 4 sumber of gajor grouse. Directive plan targets vill be 
iapoeed of those groupe of products which still seed to be subjected to state 
monopoly purchase sed marketing. Por the reset of the groups, perhaps a1] of thee 
will be .erwed by guidance plan targets. With the gradual adwanc. ent of economic 
readjustment, the scope of directive planning ic to be diginiehed little by little. 


for the purpose of strengthening regulation by aarket aechanies under the guidance 


of plamping, lomg-tere etate plans should be formulated. In the readjustment 
period « sationsl economic readjustment plan is indispensable. The trend of 
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fational economic development, the required propertions aad the relevant bench 
mark figures should ai! be made known to the enterprises and accurate statistics 
should be provided and forecasts of the social requirements should he made to 
give guidance to the economic activities of the enterprises. 


//Pourth, refore the system of goods and materiale and commerce, further invigo- 
fate the sarket,// 


Te tovigorate the market, it te necessary to expand the circulation channels and 
te reduce the cirevlation links, With the development of production and the 
improvement of the equilibrium between supply and demand, efforte should be made 
to reduce distribution by plane and expand the scope of free purchasing and mar- 
keting. However, side by side with this, wified eanagement of the market ic to 
be emphasized. Every supply and sales institution and individual serchant and 
peddier alike, are required to be regietered, pay taxes accordingly and abide by 
market ganagement Smashing blows be dealt to unlawful activities such as specula- 
tion and profiteering, and protection @ust be accorded to lawful trading, pur- 
chasing and sale acitivites. 


//Pitth, gradually reform the taxation, prices and banking eyeteme, give play to 
the role of economic levers.// 


During the readjwetment period, it is impossible to carry out 4 complete price 
refore. tt is advisable to implement readjustment in 4 suitable way in the field 
of taxation. Te revise our tax policy, it is imperative to adjust the rates of 
industrial and commercial tax and to introduce the following new taxes: Value 
added tax, natural resources tax, income regulating tax, income tax and #0 on. 
The purpose of all thie is to realize an approximately equal profit for every 
trade and every industry under normal production conditions and rational opera- 
tions and to provide 4 solution to the unequal distribution with some getting 
big fortunes and others submerged in sorrow. 


Great prudence should be accorded to the problem of prices, because it involves 
the daily life of numerous households of the general easses. At present the firet 
thing to be done is to curb resolutely wanton price hikes. During the readjust- 
gent period the daily necessity items that produce 4 quick impact on the daily 
life of the people quest be kept stable. Items that exert no important impact on 
state rewenue and the daily life of the people are allowed to be repriced grad- 
wally, taking factory delivery prices as the basis. Where floating prices are 
practicable, encouragement should be given to bring about downward floatation. 


Pull play should be given to banks to aske their function felt in supervising 
and regulating economic activities. Por capital construction, appropriations of 
funde are to be replaced by bank loans. Thies ie beneficial to the 
implementation of construction guidelines and conducive to enhancing the awareness 
of economic responsibility, and iaprovement of economic efficiency should thereby 
be further promoted. The banke showld tighten credit control, keep 4 tight rein 
on bank note iseues, and put into practice a systes of differential interest rates, 
floating rates and incentive and punishment rates in order to give play to their 


function in regulating money. 
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//Siuth, speed up plementation of economic legislativa, set up economic juric= 
diction, // 


The formulation of the various necessary economic lawe and regulations is an impor= 
tant mediue for un.fied rule of national economic aetivities the estate, At 
present, firet priority should be given to the formulation of “enterprise law" 
aper fying the obligations and rights of an enterprise. A etrict control, in 
particular, should be emercised on the construction of new enterprises, Ali sew 
enterprises, large and ema)! alike are liable to submit their applications for 
examination and approval and regi.tration. Unlawfully set up enterprises gust 

be abolished resolutely. Without this, blind and duplicate construction may 
— again after readjustment, paving the way for another readjustment in the 
uture, 


Some comrades are skeptical about reform, as they catch sight of some of the 
probleme that arise as the result of reforms. They even come to the conclusion 
that the economic probleme and difficulties that we are facing are the very 
resulte of the current reforms, They say that the budgetary deficite of the 
central government are caused by the expansion of enterprise autonomy and the 
two-tier financial system, These viewpoints are quite groundless. I ay opinion, 
it is far from precise to say that what is lost by the central government is 
gained by the local governments and the enterprises. Take the expansion of enter~ 
prise autonomy a6 an example. In 1979 there were 4,249 trial-point enterprises 
with totsl shared profit amounting to 2.133 billion yuan, 8.5 percent of total 
realized profits and 61.9 percent of the increased profits of 3.444 billion yuan. 
Taking the financial specifications into consideration, it is found that by 
deducting the workers’ welfare funde and bonus funde which were in force before 
the experiments, what was retained by the enterprises amounted to 1.404 billion 
yuan, 48.8 percent of the increased profite. Comparing the trial-point enter- 
prises to those without (in comparison with the enterprise fund approach prac- 
ticed by the enterprises {a general), we find that profite increased by gore than 
870 willion yuan, 25.3 percent of the incr ased profite. This denotes that of 
the 3.444 billion yuan of increased profite, the state got 2.574 billion and the 
enterprises 870 gwillion. It was due to the enhancement of the initiative of the 
enterprises and the workers’ being benefited by 4 profit gain of 870 million 

yuan that 2.574 billion yuan was added to the etate revenues. Thies very fact is 
eloquent proof that with reforms well carried owt, the state financial revenues 
are not adversely effected but are added to with new income flows. Of course 

it should be noticed that indiscreet increment of the profit share thereby 
encroaching upon the state revenues and reckless issuing of bonuses and subsidies 
on the part of some localities and enterprises are hareful to public finance. 
However, these are not necessarily the outcome of our reforms, but chiefly the 
result of the absence of concrete measures to implement the reforms and the lack 
of necessary inspection and supervision being exercised in relation to the enter- 
prises. The causes giving rise to the econogic problems we are facing are 
numerous. The chief factor, however, is the failure to earnestly clear up 
“leftiet” errors that have persisted for 4 long time in our economic work and the 
inability to have « full awareness of the effects of the devastation that ran 
rampant for 10 years. In addition to this overanxiowsness for quick results 
leading to excessive and unrealistic slogans and targets, and the scale of capital 
construction and the quantity of equipment to be imported being set beyond the 
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capability of our nation, violated the principle of acting according to one's 
capabilicy and spending according to one's financial means. In the past 2 years, 
failure to forcefully grasp readjustment aggravated the acuteness of the contra= 
dictions and further exposed the probleme. 


SED GED Gane GHEUREDS Soe OED Shp CanmsedeeD Gas Mere censiustees 68 Me 
center, reforms should a1) be brow ht te 4 step. Such « ‘lewpoint is not proper 





either, Por 4 long time we have been in the habit of undertaking economic work 
by waging campaigns; once 4 center is set, it replaces everything elee and anything 
other than the center te to be stopped. @ fashion of doing things, in con- 





tradiction with the law of development o 
iumeasureably and should never be repeated. 





im general, has affiicted us 


Tt goes without saying that in 4 given period there should always be ° 
emphasie or 4 focal point for our work. But 4 center should never be taken ae 
the whole. Since it ie the center, it implies that there are other things 7 
it. And the center has close internal relations with other aepecte of the 

It should be seen that our national economy has 4 sultitude of probleme, ail of 
Which are related to the irrationality of owr economic system. Without forming 
the system, it is quite impossible to gobilize the initiative of the enterprises 
and the masses of staff and workers. Without putting the sicroeconomic sector 

in @otion, it is impossible to liberate the productive forces. In the wean time, 
the same should be done to the macroeconomic sector with the aim of achieving 
liveliness without chaos and uniformity without rigidity. Without 4 solution 

to thie fundamental question, no broad avenue can be found for our economy. 


Our reforms for the past 2 years have get with auch support by the broad masses 
of the people. Despite this, resistance and difficulties are not email. Refors 
ie 4 complex and arduous task. We gust advance steadily and calmly but steady 
advancement is certainly no synonye for slowing to 4 etandetill, still less taking 
the road of retrogression. We muet stand firm in implementing the guiding line 

of setting readjustment as the center and implementing reform amid readjustment. 
it is imperative to continuously study the new situations and problems that arise 
and make serious efforte to sum up experience gained from trial points, to guide 
our efforte by aaking use of the circumstances, and to make readjustment and 
reforus go hand in hand with one playing the leading role and the other the sup- 
porting role while nevertheless complementing each other at the same time. All 
thie @uet be done to put an end to the passive etate of affaires we ere facing 
currently and to usher our national economy into a developing stage of stability 
and health. 
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NATIONAL POLICY AND [SSUES 


XU DIXIN'S OPENING SPRECH AT ECONOMIC FORUM 
WK201348 Beijing JINGJI YANJIU [BCOWOMIC RESEARCH) in Ghinese No 2, 20 Feb 81 pp 3-7 


[Speech by Xu Dixin (6079 3321 2450) on 6 January: “Opening Speech at the Yorum 
on Theory of Overall Balance of National Eeonony" | 


[Text] Editor's note: The forum on theory of overall belance of national economy 
was held in Shenyang from 6 to 14 January 1981. It was sponsored by the Economice 
Research Institute under State P Commission, the Economics Research Inet itute 
under the Chinese Academy of Social Se and the Economics Research Institute 
under the Liaoning Provincial Planning Committee. Closely combining the experiences 
of the socialist construction of our country with adherence to the principle of 
letting a hundred schools contend, the forum chiefly discussed the following 
eroblems: 1) min experiences and lessons in the found ing 
of the republic on overall balance; 2) how to ach 
with readjustment as ite center; and 3) how re 

between displaying local superiority and overall balance of the whole country. 
This forum will play an active part in readjusting our national economy as well as 
in furthering diecussion on the theory of overall balance within the economics 
circle. Comrade Xu Dixin made the opening speech at 


| 
; 
: 


at the opening session of the conference. Also at 
Yu Guangyuan, Sun Yefang and Zhu Chuan. At the closing sess 
Comrade Xue Mugiao gave the summary speech. The ca 
articles in the sequence they were given, along with «a summary of the forum. 


Since the 4 Plenary Session of the Lith Party Central Committee, it has been 
decided to carry owt the 6-character policy of readjustment, restructuring, 
consolidation and improvement in our nat 


policy @ore effectively, the Central Committee has decided to grasp better the work 
of readjustment so as to stabilize and further develop our 

absolutely necessary tha: this forum which opened today to discuss the theory of 
overall balance of national economy under the current situation not 

our study on the theory of overall balance of national economy, but aleo prove it 
to be of great practical significance for implement.ag the party's 8-character 
policy to achieve success in the present readjusteent and speed up the process of 
the four modernizations. 














In our socialist economy, overall balance eoncerhe the oweral! situation, lt te 
not 4 matter of subjective imagin ition but an objective inevitability, Whea 

ex| sunding on the secial division of labor, Marx said: “Balance slould be aaine 
tained in the different epheres of production, for on the one hand, every producer 
of a commodity has te produce 4 kind of wee value, that is, to satiefy « special 
social demand whose range differs in quantity, and the demande differ in connection 
with the natural eysetem in acoordance to certa'n internal relations, On the other 
hand, it is the law of value of each commodity that determines how many of eaeh 
individual comedity.” ("Das Kapital,” Vel 1, p 394, People's Publishing House, 
1975 Chinese edition) Thies quetation from Mars is the theoretical baste for the 
overall balance of socialist national economy. in the past few years, the overall 
balance of the national economy hase been overlooked, As 4 result, the long lines 
have been made longer and short lines shorter, and the “gap” which wae expresely 

4 product of idealiow is becoming wider and wider. Yet, thie situation hee been 
“nobly” crowned ae “positive balance.” Practice hae taught we the truth of Mare 
and made we underetand that 411 lore lines end “gape” that beyond balance are 
the resulte of running counter to the demande of the owerall balance of the national 
economy. tt is entirely correct for the Party's Gentral Committee to the 
whole party to put readjustment in the dominant position of the 
In the final analysis the readjustment of the national economy is 
of achieving success in overall balance. Only by prom ting overal 
correctly all major proportional relations in the national 
lines shorter and short lines longer, and filling ali 
out effective and feasible plane for the 
all aspects and in a coordinated way, will we be able to 
use of labor power and gaterial and financial resources, 
initiative of both central and local authorities ae well 
individuals, so that our national economy will develop at 













Thirty years of practice in our country have proved that whenever overall balance 
was comparatively bet. er promoted, the development of the national economy was 
speedier. Conversely, whenever overall balance was overlooked, dieproport ion 
emerged and development of the national economy became (difficult, sometimes wae 

even met with setbacks. Without overall balance, there is no high epeed. Thies is 

a law that hae been repeatedly proved by practice. Once success ic achieved in 
overall balance and feasible plane are made, not only better economic result , 

but sleo the political initiative can poesibly be achiewed. Politically or 
militarily, our comrades are well aware of the importance of achiewing the initiative 
and avoiding the passive position. However, in economic construction, we vere 

doing exactly the opposite in the past. We not only forgot to achiewe initiative 
and evoid the passive position, but instead, took the latter for the former. 

Thus we deceived only ourselves. The gore than 20 yeare of fighting passive ware, 

of wasting labor power and financial and material resources made use suffer — 
losses. How could better economic resulte and political initiative be possibly 

taken into account then’? The waste in planning, especially the scope of capital 
construction beyond our actual abilities was the greatest waste in the national 
economy. And this was often related to our disregarding the overall balance. 


With respect to the question of overall balance, we have been following 4 roundabout 
road. During the “Firet 5-Year Plen,” « comparatively adequate amount of attention 
was paid to the overall balance of the national economy and the balance between 
finance, credit loans and goods and gaterials was maintained, the average accumule- 
tion during these 5 years was proportional to 24 percent of the entire national 
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our deepgoing study and research, As to the proportion between agriculture, 
light industry and heavy industry and the proportion between accumulation and 
consumption, which overall balance will have to resolve, we have experienced 
successes ae well as failures in the past 30 years. Why should we inaiet on high 
accumulation since we have already suffered from it! Why hae agricultural and 
light industrial production not been promoted since there has always been shortages 
in the supply of consumer goods in our aarket’ in short, on major proportional 
relations of the national econ my, though serious dieproportions emerged twice in 
the past, it continued in the iret 2 years after emashing the "gang of four" as 
4 result of underestimating ity gravity. What wae the cause of thie? How can we 
explain the theorical basis’ tow can we prevent repeating such mistakes in the 
future’ These are all probleme to be discussed. 


Third, it is aleo necessary to further clarify some basic concopte and methods of 
overall balance. For instance, during the past 20 years or more “inactive balance” 
hae often been criticized while the so-called “active balance” encouraged, and 
recently the so-called “long-line balance” and “short<-Line balance” have been 
advanced, But what on earth does “inactive balance” or “active balance” mean’ 
What is “long-line balance” and “short-line balance?" ‘What are the dividing lines 
among these concepts’ These problems also require our deepgoing study. For a 
long time, in order to deny overall balance, it hase always been taken as inactive 
balance and criticized, at the same time, the making of gape has been regarded as 
active balance and propagated. Moreover, it was even said that the wider the gap 
was, the more active and more reliable the plan would be. Are there any ecientific 
basis to back up euch nonsense’ Practice has proved that it is against Marxism 
acd is entirely running counter to objective economic laws to make or even widen 
such gaps on purpose. in “Das Kapital” Marx wrote: “Taking the whole society 

into account, an uninterrupted excess of production is necessary. in other words, 
production must exceed the necessary scale for mere compensation and reproduction 
of the existing wealth--not mentioning the increase of the population--s0 as to 
have the means of production for eliminating unexpected damage caused by occasional 
accidents or natural disasters.” (Vol 2, p 198) According to this quotation from 
Marx, in order to realize expanded (in scope) socialist reproduction, not only 

are “gaps” not allowed, but sufficient reserves are necessary. Unfortunately, 
under the guidance of the “left” deviation first line, instead of having sufficient 
goods in reserve for the socialist reproduction, the gaps were widened aimlessly 
for a long period of time. Is thie not singing a different tune from Marx's? 
Having suffered for more than 20 years, does this not merit our self-examination?’ 


iow to achieve overall balance of national economy with readjustment as its center’ 
Thies is the main topic for discussion at this forum. We now have come to understand 
that it is not possible to fulfill the tasks of readjustment in 3 years or so. 

To ensure that we do a good job, it is necessary for us to consider some important 
probleme from the high plane of overall balance of the national economy. For instance, 
firet, wha. are the targets and tasks of readjusting the national economy? What 

is the criterion for success in the readjustment and what are the steps and measures 
to be taken’? Second, since the key problem is to reduce the scope of capital 
construction, how to reduce it? To what extent can we say that the reduction 

should be made appropriately’? Besides, in accordance with different conditions, 
some capital construction projects must be continued or developed. If energy 
resources, communications, building materials and mining do not develop, the 
national economy will no doubt remain in the passive position. Therefore, it is 














necessary for ue to deal with different things in different ways, #0 a8 to correctly 
implement the policy of reducing, continuing or developing “apital construction 
projects. Third, it has been suggested recently that the ratio of accumulation 
should be reduced to about 25 percent. Thies is certainly a figure resulting from 
experience but it lacks theorical and statistical bases, Only when the theory 

and etatietics are made clear will we be avle to explain why thie 25 percent is 
reasonable. Fourth, how to eliminate the financial deficit? Wow to control 
inflation and the rise of commodity prices? Wow to solve the problem of indisecri- 
minate handing out of bonuses’ What will be the result of the present decision of 
freezing prices’? Wow to handle the relations between prices and wages’? These 

are probleme of great concern to the sasses, which ar being talked about everywhere. 
Our comrades, no matter doing theoretical work or practical work in the economic 
field, must find some methode and effectively argue them for solving these problem. 
Fifth, during thie readjustment, some of the enterprises will be closed, cease 
production, integrated with others or change to new lines of production. How to 
connect these with the improvement of industrial etructure and with the specializa- 
tion, coordination and amalgamation in production’? Thies aleo requires overall 
consideration and proper oo = from the starting point of overall balance 

of the national economy. §& , the present readjustment is being carried out 
along with reforming the economic system. tow to make these two 

promote each other’ This is another question for use to study. 





Thinge are complicated in our country with such vast territory and large population. 
The development of economy in all the provinces and regions differ from each other. 
So, it is imperative that we should suit measures to the local conditions, display 
provincial and regional superiority and develop their advantages and overcome their 
shortcomings. In thie way, our national economy will be able to develop at a higher 
speed. However, there are also contradictions between provinces and regions and 
the whole country ae well ae contradictions among provinces and regions themeelves. 
So, only by starting from the overall balance of the whole country, can 

and regional superiority be possibly brought into play. Otherwise, if the special 
conditions of a certain province is onesidedly stressed to the neglect of taking 
the whole country into account, not only will local superiority not be brought into 
play, but also the overall balance of the whole national economy will be harmed, 

and anarchist aimless production will take the place of socialist planned production. 
At present, things have happened that many products (mainly raw materiale) are 
“unable to be diepatched, collected or transferred,” and that emall factories are 
being built everywhere while large factories are lacking goods and materiale. 

At the same time, production has often been duplicated unnecessarily and factories 
built aimlessly. Ase a result, some of the estate's important industrial enterprises 
have reached the critical stage of lacking raw materials. Take Shanghai for an 
example, cotton was allocated to this city at 2.47 million dan in 1975 and reduced 
to 975,000 dan in 1979 or by 60 percent, flue-cured tobacco at 1.29 million dan 

in 1977 and reduced to 980,000 dan in 1979 or by 24 percent, wool, 28,042 tons in 
1979 to 18,450 tons in 1980 or by 37 percent, cattle hide from 275,000 pieces in 
1979 to 190,000 pieces in 1980 or by W percent, rosin from 12,246 tons in 1°79 

to 4,946 tons for January to July in 1960, and tung oil from 10.™ million jin 

to 4.98 million jin for the first three quarters of 1980. Some other materials 
such as feathers, reed mate and paper-making raw materials were also reduced by 
large margins. Thus, « raw materiale crisis has developed in Shanghai's Light 
industry and the state has to spend large sume of foreign currencies to import raw 
materiale. All these have shown that there is a close link between the displaying 














of local superiority and the overall balance of the whole country. To displa. 
local superiority will under no cireumetances be separated from taking the whole 
country inte account or from overall balance of the whoie cowmtry. Naturally, 

the overall balance of the whole country should not neglect the interests of local 
—— either. The backward should on no account be allowed to remain backward 
orever. 


Of course, besides the problems mentioned above, there are others which need our 
attention. We hope they will be fully advanced by our comrades. It is a glorious 
and arduous task for us to make it theorically clear about these problems, and 
conditions are favorable now for fulfilling thie task. Since the Md Plenary Session, 
the Party Central Committee hae formulated the correct political line, the correct 
ideological line and organizational line, and is calling on use to emancipate 

our minds together. Now we speak out freely and do not fear being labeled or having 
our mistakes seized upon. Theory reflects practice and pushes practice forward 

as well, eo that the realistic atmosphere will be changed accordingly and gradually. 
Now our financial departments have paid attention to the study of theory, and the 
economic departments are cooperating with them on their own accord. It is because 
of the joint efforte of both the financial departments and the economics departments 
that today's forum is being held. Thies forwe is the largest in scale for the 
diecussion of the theory of overall balance in the WO years since the founding of 
the republic. And euch forums are expected to be convened more frequently in the 
future. 


The probleme | have raised here may not be appropriace. Some of them may even be 
vrong. If #0, I hope they will be criticized by our comrades. 


In conclusion, I hope that this forum will be a complete success. 


C50: 4006, 267 











NATLONAL POLICY AND ISSUES 


GUO FENG ADDRESS JS ECONOMIC FORUM 
HK200955 Weijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 2, 20 Feb 61 pp 6-9 


[Speech by Guo Feng [6753 1496], first secretary of the Liaoning Provincial CCP 
Committee, on 6 January at Forw on Theory of Overall Balance of National Economy 
in Shenyang: "Speech at Opening Session of Forum") 


{Text} At a time when the Liaoning CCP Provincial Committee was convening a work 
conference to transmit, discuss and implement the central government's important 
policy of further readjusting the national economy, the nation's noted economiste, 
professors, scholars and theorists and practical workers in our province have 
assembled at Shenyang to discuss the problem of the overall balance of the nation 1 
economy. This forum is a fitting supplement to ine entire nation's work of further 
implementing the readjustment of the national economy. It aleo provides our 
comrades in Liaoning with a very good opportunity for learning and will assuredly 
help in promoting Lisoning's work in this connection. We are extremely happy to 
have this forum held in Liaoning and wish to extend our warm welcome to all the 
Xue 











comrades present. 


The opening address mace by Comrade 
tened. 


greatly impressed and enligh 
of overall balance. 


Dixin just now was inspiring and I was 
I wish now to say a few words on this problem 


Overall balance is the basic theory and basic method of planning work. It is not 
only an important theory in socialist economic construction but also an important 
and practical problem which gust be solved well in national economic life. Marxist 
theories tell us that socialist economy is planned econory. Planned economy 
stipulates that in the development of the national economy we must follow the law 
of planned and proportionate development, so that of ite own accord the economy 
will achieve a balanced development. In the past, Comrade Mao Zedong and Comrade 
Chen Yun repeatedly emphasized that the national economic plan must embody an 
overall balance, meaning that it sust be in proper proportions. They aleo strongly 
pointed out that some leeway must be provided for in planning work. Unfortunately, 
for a prolonged period of time, under the “leftist” erroneous influence, we have 
in our economic work (including national economic planning work), when formulating 
the national economic plan, overemphasized such concepts as making steel and grain 
the key link, high targets and high accumulation rates. We emphasized capital 
construction and slighted production, emphasized production and slighted living 
conditions, and generally neglected overall balance. Even when overall balance 
was mentioned as the objective, we went so far as only to hold down the targets 








but “let the gape remain” which in reality deranged the overall balance, Just now 
Comrade Dixin talked about thie point and | heartily agree with him. in the past, 
when we tried to be practical and realistic and strove for overall balance with sone 
leeway, the criticiom directed at us was that it wae an “inactive balance." On 

the contrary, the method of holding down the targets and “retaining the gaps" 

was praised as “active balancing.” Practical experiences in the national economy 
over the past 20 years and more have proved that thie “active balance” had brought 
about 4 serious imbalance in the proportionate relationships of the national economy, 
Thies is a lesson from history. More recently leadership comrades in the central 
government have pointed out that since the founding of the people's republic, the 
principal problem in economic construction wae “leftist” errors. Thies clearly and 
basically explains the problem existing in our economic work over the past 30 years. 
Tt provides we with a powerful theoretical weapon. At thie time of the readjustment 
of the nationel economy, it becomes all the gore necessary for use to summarize tix 
experiences and lessons from both theory and practice to overcome the influence of 
the “leftiet” errors and pursue the overall balance of the national economy in a 
practical and realistic way. Therefore, we believe that at thie juncture the 
holding of this forum on overall balance of the national economy is most fitting, 

is extremely important, and has important and practical significance. 





Under the leadership of the party central and with the support of people of the 
whole nation, during the period of the first 5-year plan Liaoning Province initially 
set up 4 baee principally for euch heavy industries ase iron and steel, machine 
building, crude oi] and petrochemicals. At the same time considerable development 
was achieved in agriculture, light industry, scientific research, culture and 
education and public health. Thus we made definite contributions to national 
economic construction. Quite obviously, achieving these resulte in the entire 
process of construction is inseparable from making overall plane and giving due 
consideration to all factors concerned as well as effecting an essential regional 
balance though still under 4 national unified plan and the guidance of national 
overall balance. However, over the years, that is, after the period of the firet 
5-year plan, economic construction in Liaoning, like that in the whole country, 
has traversed 4 rather zigzag path. Por a prolonged period of time, because of 
“leftist” errore, we have allowed the accumulation rate to become too high, made 
substantial profit remittances to the national treasury, shipped large quantities 
of material resources out of the province, and requisitioned too large quantities 
of grain from the peasants. These brought about local financial difficulties, 
huge gaps in the supply of material resources, 4 serious deficiency in fuel and 
energy supply, ineufficiency in grain and subsidiary food product , and many 
uncompleted ‘asks pertaining to production, construction and improvement of the 
people's livelihood. Thies state of a serious imbalance in the proportionste 
relationships fully indicates that Liaoning Province is likewise in urgent need 
of achieving overall! balance, one which is both national and regior | in substance 
and planned for in conjunction with a national unified plan and co :ideration of 
all factors concerned and which will solve the problem of how to «.low Liaoning 
Province to fully play ite role as a base for heavy industry. Under such conditions, 
we have come to understand that just as the whole country is concerned with the 
problem of adjusting the proportionate relationship between accumulation and 
consumption and between agriculture, light industry and heavy industry (or rather 
between the two main divisions of agriculture and industry), so is an individual 
province or region concerned with the same problems. In particular, in the case 
of a province such as Liaoning, if the necessary internal economic balance is 
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NATIONAL POLICY AND leeURS 


Vi GUANCYUAR ADDRES SER ROONUMTC POM 
WAL /O918 Yeljing J TNGJT VARITU [ROONGHIC RESEARCH) in Ghimese He 2, 20 Feb 81 pp lo-14 


= oa FAW — [0060 0342 6678) on 6 January at Poru on Theory of Overall 
Balance of Rational feomomy: “Poreceet, Management and Long Tere Planning”) 


iTest] Problee of FPereceeting in laplementing the Eoonomic Readjuetment Policy 


Following the implementation of the readjustment policy, te it possible for those 
previnces and municipalities ing relatively strong economic research 
Capecities te take wp reses on economic forecasting’ In the past we failed to 
treat economic ferecast as @ branch of socientific activities. Thies became the 
principal reason for our failure te perfore our economic work in @ sore meticulous 
manner. Would it be poseible to etart f eredually build up thie branch 
now 
lowing 






@unicipelities etart from 





in their economic eo bet alee will 
the cowniry ac 4 whole. 


im doing something ome expects 4 certain 

too should be 4 prerequisite if we are to decide 

in the implementation of the readjustment policy the reeponsibi 
provinces and municipalities have already wo 

forecasting work. They hawe already cons 
scientific apticipation of possible developments 
tine and perform the required task well. We economic 


This being the case, how should be proceed vi and 
Thie is 4 question which many comrades in the provinces and gunicipalities twve 
directed to we economic workers. Unfortunately, we are presentiy etill unable 
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give 4 goed anewer, because we lack experience in thie kind of seientific work. 
We still need te carry out more experimentation, research work and study, 


At the present moment, | have only the following views: 


Piret, in pureuing thie kind of forecast and research work, we should first of all 
forecast the positive effects that can be achieved upon implementing the readjust - 
ment policy, Por example, whet good function could the implementation of the 
readjustment policy perform vie=a-vie the balancing of fiscal 
balancing international payments and balancing the supply and 
and if regard to stabilising the prices of consumer goods’ I 
te reduce the overextended capital construction front would i 
those capital cometruction projects still allowed to be in progress to be completed 
earlier and thu: become an tien to the productive forces on account of the 
concentration of power and effort in capital construction? What positive role 
could implementetion of the readjustment pelicy play in regard to the renovation of 
the existing wehinery and equipment, the elevation of the cultural and technological 
level of the workers and eaployees, and the gradual rationalisation of 
structure’ Ané 60 on and go forth. However, effects like those ment 
cannot be oblelsed rapidly and cannot be readily seen and in the meantime certain 
other probleme may have presented themselves gore outet anding! 
hand, if we do not make any forecast of the possible and positive 
and 












the kind of probleme that could arise in 
reality, consider all the probleme that 
tions. In forecasting, we gust take 
material resources and all relevant f 
of the ideology and living conditions of the populace. 
problems in advance will it be poesible to perfore well 
solving the problems and aake timely decisions. 
be 


Second, in forecasting, the first thing to 
possible effects could be produced in thie province or sunicipality upon implement ing 
the measures or policies decided upon by the state. Having made such 4 forecast, 
then on the basis of the conditions forecasted we aay consider what measures to take 
to solve the probleme articipated in the course of readjustment. However, to rely 
on one single forecast of thie kind is still not sufficient for deciding on a 

policy. This is because in regard to the forecasts more than one countermeasure 

can possibly be conceived. Therefore. for the sake of scientifically determining 
the countermeasure to be taken, we need to forecast aleo the possible effects of 

all the countermeasures that can conceivably be taken and then on the basis of the 
findings determine what particular countermeasure vould be the best to adopt. 
Obviously, thie is gore scientific then not making the additional forecasts at ali. 


Third, prior to making 4 forecast, we should think owt first all the possible 
effects and the possible problems that could arise in the course of readjustment. 
We should list thee one by one and aske an outline of them. Making the outline 
iteelf ie « kind of research. On the one hand, it depends on an understanding 
of the conditions of the part lar province and also on the basic reference 
materials available and on t\. other hane it also depends on 4 knowledge of the 





various economic, social and political faeters of the relationships with various 
sides, Making the outline ie the firet step in forecasting and research work and 
should be done at once, On the basis of the outline, we should then make out the 
pian for proceeding with the forecasting and research work and lose no time in 
having it started, 


Fourth, forecasting and research do net cometitute sideline of indirect jobs in 

the ag ay he probleme but call for definite quantitative analysis work, 

Hence, they 4 wot be confined to data collection only but should alee include 
computation and ecientific analysis, And in doing such work of computation and 
scientific amalysie, it is exceedingly important to have — firm grasp of the theories 
and knowledge of economics as well as the ability to carry out theoretical research 
on economics. Putting to good use the experiences from @ summation of past work 
(including certain experience patterns) is aleo necessary. 


in @y opinion, thie time the forecasting work should be on 4 rough basis. Not 
that we do not want to have it done in greater detail, sinee actually the more 
detaile the better, but that, firet of all, detailed calculation is meaningful 
only when detailed figures are available. At present, our statistical figures 
still lack reliability while certain statistics are still lacking. Hence, we should 
not raise our hopes too high. It is not realistic te ask for too much. Besides, 
a forecast is called for preferably before an event happens and it is in thie way 
that forecasting can display ite ueefulness. in forecast and research work, 
the demand for timeliness rates higher than the demand for iate,” and if we 
cannot have both then we should forsake the detaile and go for a timely forecast. 
We should not waste our time for the sake of details. 


In order to perform thie forecasting work well, the organization work must be 
strengthened. For example, the present state of our country is that organe with 
state power come first while organs doing brain work come second. Compared with 
other countries, the size of the staff of our statistica’ organs is very email. 
Besides, owr statistical organs do not take up the taske of forecasting and 
research. 1 had occasion to make inquiries in 4 provincial statistical bureau 
and | was told that the statistical organ of that prowinee did not do any fore- 
casting or research work at all. Very likely, thie is true with the statistical 
organs of other provinces. in the future, who should do this forecasting work 
and is it necessary to set up especial organs for thie purpose’ for the time being 
we shall leave these questions wnanewered. At any rate, the forecasting and 
research on the readjustment this time cannot wait until we have o.. up special 
organs for the purpose. But in order to obtain the resulte of the forecast in 
good time, we gust lose no tine in organizing the forecasting work first. Por the 
present, provisional organs should be set up for the purpose and the forces in 
every aspect should be organized and work together on a cooperative basis. in 
doing this forecasting work, reliance aust be placed principally on the relevant 
provincial departments since the materiale and data are at thei 

they hawe the etaf{ to do the work. But the problem ie that aany of our organs 
and offices are busy with current routine work and do not bother vi 

This is a deficiency that should be overcome. Nonetheless, this point 
hamper the organization of forecasting work since forecasting the resulte of the 
econosic readjustment is iteelf an urgent piece of work at the moment and it is 
mre than likely that the departments concerned will giwe it relatively important 
attention. Moreover, since it is difficult for one single department alone to 

















undertake the forecasting work, they should be glad te cooperate, Wenee, if only 

the governmment will give the word and forthwith make the task assignment, the great 
majority of organisations will be glad to see it through. Of course, at the same 
time we should create the necessary conditions for the convenience of those personnel 
from the various departments taking part in the forecasting work, such ae reducing 
their daily administrative and routine affaires and 60 on. 


Rephasizing the Problem of Operation 


| bellewe that over the past 2 yeare the emphasis placed on enterprise management 
and management of the national economy has been entirely necessary and that fairly 
good results have been achieved, though only in an initial way, Unfortunately, 

in ay opinion sufficient attention has not yet been given to “operation” and in 
fact no emphasis has been given to it at al). Therefore there is 4 need to 
specially emphasize operation, whether we are speaking from the standpoint of 
performing readjustment work well sow or speaking from the etandpoint of the long 
term objective of accomplishing modernized conetruction. 


The two words management and operation are usually spoken in one breath. But 
management and operation are not one and the same thing. Their contente and the 
probleme they are meant to solve are not identical. Management (naturally manage~ 
ment under our socialist eyetem) as we usually talk about it is concerned with 
harmonizing the relationship between human beings and with the setting up of 
appropriate regulations, systems and organizational etructures, and so on, for the 
benefit of our cause. However, in order to run an undertaking with success ve 

must consider many problems and do many things. Each and every basic level economic 
unit, each and every department or locality gust on the basis of actual conditions 
study what @ethod to adopt and what road to take in order to achieve success for 
the socialist cause. What we mention here as the socialist cause under the sanage- 
ment of the unite or departments or localities refers to their own 
which they are running since the entire socialist cause of our nation is comprised 
of exactly these many concrete individual undert. nge. 

the meaning of how to analyze well the development needs of these concrete under- 
takings, how to analyze the advantageous conditions and the disadvantageous 
conditions, and to study how we can gradually promote the forward progress of our 
undertakings. Although management and operation have an exceptionally close 
relationship with each other and frequently overlap, yet we do not support placing 
operation under the concept of management or vice versa. Whilst the sphere of 
management which we customarily talk about is wider than that which is talked about 
in foreign countries, it cannot include operation within its sphere. 





Readjustment is 4 positive @easure. By geans of readjustment we want to gain a 

firm foothold and thereby consolidate the position for further advance. In order 

to do a good job of readjust@ent it is necessary to give prominence to operation. 
For example, in readjusting, 411 four phases, namely, “closing, suspending, 

merging and shifting” may be applied. “closing” and “suspending” are seldos 
resorted to, unless absolutely necessary. “Merging” means integrating and this 
belongs to the resale of “samagement.” In ay opinion, of these four phases we should 
place greater eaphasis on “shifting” and do a good job of it. However, “shifting” 
is a problem which concerns the aspect of operation. 








As to how to perform a good job of operation, | wish to mention two points: one 
ie to promote diversified operation and the other concerns elevating the resuite 
of operation, 


In my opinion, we should promote diversified operation not only in agriculture but 
aleo in industry and other sectors. In our economic work in the past, we stuck 
to a “one-track” policy and the road to diversified operation was blocked entirely. 
We frequently neglected to do many things which could and should have been done, 
and which once done would have greatiy benefited the national economy. Thus we 
have caused incalculable losses te our socialist cause, If we had done a good job 
of diversified operation, production would have achieved an enormous development. 
As for diversified operation in agriculture, it has been much talked about over the 
past few years and some good results have been achieved, Still, attention has not 
yet been paid to certain production departments and therefore more energetic 
promotion work is needed. Concerning the problem of diversified operation in 
industry, | wish to mention one phenomenon only. This is that in regard to 
consumption we should pay special attention to turning out more new products. At 
present, we have too few new products. But turning out new producte can enrich 
the living of the consumers and better suit their consumtion needs. At the same 
time, economically it will mean more and greater profits for the producers. As 
for the business structures of the commercial service trade, for many yeare they 
have been set up mechanically in various forme and patterns but their business 
items have almost always been the same. The scope of their business lacks the 
necessary flexibility and they do not strive to offer any special features. 
Obviously, the public would like to have this phenomenon changed. 


In readjustment, in order to transform irrational organs, it is obviously necessary 
to improve planning work. However, I would suggest that as for enterprises which 
fail to fulfill their production tasks, we should follow market needs and organize 
them to promote diversified operation. Thies should help in altering the present 
status of turning out one and the same kind of products for decades and also help 
to gradually rationalize the production structure. 


Assuming that the operational direction and the course pursued in regard to the 
products have been fixed, there is still the problem of raising the economic 
results. Thie in fact constitutes an important item in doing a good job of 

economic work. Actually the concept of economic effects has two aspects. One has 
reference to the results on the economic side, that is to say, the economic gains. 

1 have not yet seen such a clear definition given to economic effets, although 

in practice thie is one way of looking at it. Another way of looking at the concept 
is that it represents a yardstick or assesement of the intensity of labor consumption 
in the endeavors of society. This is ay definition of economic effects. According 
to my definition, given the same results, that which consumes the least labor power 
has the most economic effect while that which consumes the gost labor power has 

the least economic effect. Having due regard for operation means that in doing 
anything we guest think of and figure out the problem of whether the economic 

effects derived therefrom are big or emall. Skill in operation is skill in 
calculating the economic effects and calculating correctly and well. The profits 
or benefits should be considered but so gust the possible losses. When face to 
face with an inevitable loss, we @ust find ways and means to reduce the loss to 

the minimum. 
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Te do a good job of operation requires one to be inspired with the apirit of doing 
business. Only in thinking out and devising thowsandse of waye and meane te gain 
success can we make an enterprise thrive and propeer, Thies requires that one must 
possess the utmost enthusiasm for one's busines’. Private individuals engaging in 
overland transport and marketing Likewise entertain business epirit but they are 
seeking profite for themselves, Thies is net the kind of business spirit we wish 
te promote, What we wish to promote is the socialist epirit of business. This 
demands that the thought of doing a good job of running socialist undertakings 

is entertained at all times. It demands 4 epirit that is fearless and watiring, 

4 spirit which makes one peacefully purewe one's own business and at the same tine 
delve into all possible ways of making progress and improvement. We may say that 
at present many of the workers and employees of our state-run enterprises lack 
precisely thie kind of epirit. Por 4 long time, we have failed to place the 
requisite emphasise on operation, failed to make stringent demande in — to 
operation of the workers and employees of estate enterprises, particular 

in leadership circles. We have failed te give adequate ay yo toe 
have done well in operational work and failed to punish those have not 
well. In due course, the socialist business epirit of the workers and emp 
of the state-run economy has become thinner and thinner and thinner. Thie 
of affaires must be basically remedied in the readjustment work. 


I would also like to speak about socialist state-run commerce. in 
have a traditional terminology which literally seans “doing business.” That is 

to say, business must be done or operated. Our commercial organs should bear thie 
in mind. They should turn to operation when planning for the completion of taske 
and turn to operation when seeking more and bigger profite. If 4 good job has been 
done of operation, the workers and employees should be entitled to awards and our 
commercial organs should turn to operation in order to procure the funde for making 
the awards. Be it a commercial organ or an indus rial establishment, neither should 
seek more profits or more awards by raising the prices of commodities. Promoting 
the spirit of business is 4 matter of prime importance. For example, overland 
transport and marketing can earn for the individuals large sums of money. 

can our state-run commerce not compete with the private individuals in this field’ 
Surely we can make use of the private individuals engaged in this trade to act as 
our honorary investigators so that through their activities we can find owt the 
most profitable road to trading im commodities. As 4 matter of fact, state enter- 
prises have many advantageous conditions for doing business. In terme of capita 
transport, intelligence collection, their conditions are far superior to ° 
private individuale. Then why can they sot do 4 good job of overland transport and 
marketing to the benefit of the consumers and tu the producers who aay thus derive 
more profits through the opening up of channele of trade’? The problem lies in the 
lack of the requisite business spirit. I believe that when competing with 
individuals in overland trade and transport, the commercial organs can aleo improve 
their spirit of doing business. 


Having the spirit of doing business is a prerequisite for making 4 good job o 
operation but it must be accompanied by willingness and the capacity to learn 
grasp business knowledge. It gust stem from an enthusiasm to develop socialis 
undertaking to study hard and to delve into business problems and potentials. 

Hovever, possessing business knowledge is only one factor of business capacity and 
indeed only in possessing it is it possible to make 4 good performance. WNeverthe- 
less, business knowledge is not equivalent to business capacity. When ome has the 
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necessary business bnewledge, one aay knew What te de bul Lt does fet necessarily 
happen that ene will ture in @ goed performance, This ie beeausee there are stil! 
other faeters te take inte account, such a6 4 hardworking and eFeative epirit, tie 
ability te undertake various kinds of endeavors, the necessary and extensive secia! 
relations with 4 bearing on the business undertaking, and se on, 


We @ust train up « laree aumber of people who are businese=minded and aleo a 
large qumber of proficient enterpreneure. The capitaliste are fully aware of the 
importance of training wp people whe a0 de business, We toe in our edveat iene! 
institutions and in the course of work can train up 4 generation of young economic 
workers adept in doing business, At the same time, economic workers presently 
engaged in their respective poste of trade should take supplementary courses on 
business know-how and should through actual work train themselves up and improve 
their business capacity. 


Problem of Long Tere Consideration 


Readjustment is an urgent isewe at the moment, but if long term consideration is 
lacking, then the current task te of 4 blind nature. Five-year plane should be 
based on the principle of long tere planning. We gust deliberate on the strategy 
and eteps in the long tere development of economic construction in the country. 
We must delve scientifically imte the question of long tere development and aust 
formulate @ plan of 4 more scientific nature, Te do this requires a 

of the national conditions of our country end at the same time deliberation on many 
theories and gethods with a bearing on our long tere development. We 

grasp thie type of work. If not, then as time passes the 
be formulated. In ay opinion, thie work of formulating a 



















for the special regions and epecial developments and plane for 
tion projects. Long term planning should constitute 4 system. 
national plan should embody plane for the provinces, eunicipali 
regions as the basic. Sy basic, | @ean that the national plan 
contents not included in the plane for the provinces, 
regions. Nevertheless, | think that under the nat 

proportion of the cont« ste should be shown in the p 
cipalities and autonomous regions. Also, our long t 
plan with provisions for the development of 
and economic development. in formulating 

large quantity of reference mate 
research while additionally 4 large 
must aleo be done. in regard to 














direction confirmed by scientific investigation and discussion, 
nation will have an important significance on the eventual success of our socialist 
cause. 


(Thie article vas rewritten on the basis of the notes of ay speech at the forum 
on the probles of the overall balance of the nat at 
6 January 1981.) 


CSO: 4006/2867 














Se ee eae ee ee eee 


WATIONAL POLICY AND ISSUERS 


ZHU CHUAN ADDRESSES EOONOMTC PORUM 
WEK280946 Beijing JINGJT YANJIU [BOONOMIC RESEARCH) in Chinese No 2, 20 Feb 81 pp 19-25 


[Speech by Zhu Chuan [2612 ap FAW yh, - ‘a Government on 
aes ee © Sa OS ee of Wat Reonemy: “On Balance 
Readjustment” 


{Text} The theory of owerall balance of the socialist national economy is 4 
reflection of planned and proportionate objective economic law, and it is aiso a 
basic theory and gethod in readjusting and organizing the balance of the national 


economy . 
lL. Objective Basis of the Theory of Overall Balance of National Economy 


The dialectics of balance and imbalance is a general law of the movement of things. 
The balance and imbalance of the national economy constitutes 4 movement of 










imbalance-balance-imbalance. The balances that are 
development of the national economy 
Marx pointed out that in the process 


in proportionately distributing socia fore 
of social production.” (Selected Works 
L. Kugelmann, 11 July 1868") Ever since labor, 
the economy has been developing through the sovement 

ial 


economy is an objective law of social reproduction 
materials about capitalist production, Marx profoundl his 
theory of social reproduction. When socialist society began to emerge, coupled 
with public ownership of the @eane of production, the law of planning and proportion 
began to play ite role. What ic planning after ali? Lenin said that “often and 
consciously maintaining a balance is in fact p ." (Collected Works of Lenin, 
“The Development of Russian Capitalies” Vol 3, p 556) It is still being argued 
whether the law of planning and proportion actually exists in socialist society. 
Some people say that planning is subjective and law is objective and therefore 
planning is got an objective law. This assertion is correct. Sut planning in this 
context does not refer to planning iteelf; it means that 4 socialist economy must 
have planning. The proportionate development of socialist economy is not sponta- 
neous. It is planned proportionately and therefore it is an objective reality. 
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The theory of overall balance of the socialist national economy is based on the 
interaction of various socialist economic laws, tt directly reflects the needs 

of the law of planning and proportion which is an expression of balance and imbalance 
in socialist social reproduction, If we deny the objectivity of thie economic law 
and do not sutdy ite needs, we will not be able to understand the theory of overall 
balance of the socialist national economy. 


Il, Pace, Proportion and Balance 


We have accumulated negative aad positive experiences in pace, proportion and 
balance in the process of the development of our national economy. We have always 
been seeking a road, 4 Chinese=style road, for continuous and fast development of 
our national economy. But what should be the pace of national economy’? How should 
we express and meauere thie pace? in fact these questions are yet to be resolved 
satisfactorily. Can we use the volume of main products such as steel, coal, oil, 
grain and cotton or mainly depend on the growth of the GNP as a criterion for 
judging the pace of the development of the national economy’ Practice has proven 
that is will not do. The growth of the output of eteel, coal, ofl grain and cotton 
only reflects the pace of the development of these products; it cannot reflect the 
growth of the whole national economy. The GNP of industry and agriculture to 

4 certain extent reflects increases in total volume of production. But this total 
volume includes transter of the meane of production and therefore it cannot truly 
reflect the newly created value. Quite a oumber of people have suggested using net 
income (net output value) as the most important and comprehensive standard for 
expressing and putting 4 value on the growth of the national economy. But this 
figure is rough and very inadequate. For example, in planning production it is 
necessary to plan birth control, that is to say, in considering the growth of the 
national economy we must at the same time consider population growth. In valuing 
the growth of economic strength we must also calculate average net income per capita 
and the volume of sain products per capita, particularly the per capita volume of 
commodities. Labor productivity is aleo a fairly important expression of the pace 
of the development of national economy because it reflects economic results. This 
is because the growth of the whole national economy is gradually affected by the 
quantity and quality of laborere and the economic results of their labor production. 
But at present we just calculate labor productivity on the basis of examining an 
enterprise and a department. We have not yet studied how to calculate labor 
productivity in the whole society. The gost important economic results are expressed 
economically not only in high labor productivity but also in labor achievements 

that are able to meet social needs. That is to say, we gust consuve as little labor 
force as possible to create as auch goods and materials wealth and meet the needs 

of social life in beth material and cultural aspects. In paying attention to the 
pace of the development of the national economy we must not be content with economic 
growth of advanced technology in producing only individual products. Even if we 
have produced a new product with very low labor consumption, if this product is 

not in demand, it will be of little or even no significance in meeting social needs. 
That is to say, thie product in fact has no use value, and this means that the 
economic result of producing this product is not good. Therefore the growth of 

the national economy represents not only the growth of production but also the 
growth of capability in meeting social need. Consequently, the growth of the income 
of laborere and the growth of consumer index become important standards. 
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Objectively, relations in the national economy guest be proportionate because the 
economy develope under certain proportionate relations, Since a socialist national 
economy has to develop at 4 high speed, it is necessary to do a good job in 
obtaining 4 proportionate balance and carry oul necessary readjuetments in due time 
eo that the neede of social production and society can be maintained in proper 
—— with the links of various national economic departwente and social 
reproduction, 


As for the relationship between quantity and quality, the economic proportionate 
relations are expressed in the inner relationships of the whole economic movement. 
Social neede vary and are constantly developing and changing, and the relations 
between various economic unite, departments and regions are very complicated. 
There are countless proportionate relations in the whole process of production, 
circulation, exchanges and consumption ae well in the national economy iteelf. 

it is our duty to arrange and readjust all these in their development. 


Most of these countless proportionate economic relations can be summed up in a 
single balance. In addition, there are alee many basic economic proportionate 
relations that are playing vital roles throughout the country, in a department or 

in a region. It is necessary for ue to comprehensively balance proportionate 
economic relations of various departments and regions, including large numbers of 
economic unite and various economic relations. Usually it is called an overall 
balance. But thie comprehensivenese is relative. The comprehensiveness of industry, 
agriculture and transportation are departmental economic comprehensiveness. The 
departmental and regional economic comprehensiveness constitutes the national 
economic comprehensiveness. Comprehensive or overall balance depends on individual 
balances and big comprehensiveness is composed of a number of emall ones. For a 
region or a department, the primary task of balancing is to do a good job of overall 
balance on the basis of individual balances that have to be done well under the 
guidance of overall balance. 





The purpose of readjusting proportionate relations is to realize a balance; therefore, 
the work of readjusting and balancing must be carried out regularly. When the 
national economy is seriously out of balance, it takes years of large-scale 
readjustment before a new balance is realized. Our national economy will be able 

to grow healthily only after readjustment and achieving a balance in economic 
relations. 


lit. The Task of Yealizing Overall Balance 


The most important task in realising overall balance of our socialist economy is 
to readjust the basic proportionate relations of the whole national economy. This 
task is mainly composed of the following four pointe: 


First, make social production accord with social needs. This is the need of the 
socialist basic economic law as well as the basic task. The socialist basic 
economic law is characterized by unity between the ways and purpose of production 
and the former must serve the latter. The purpose of socialist production is the 
key element of the socialist basic economic law, and this purpose is to meet the 
ever increasing needs in social material and cultural life. In short, the purpose 
is to satisfy consumption needs in life and the needs of existence, development and 
enjoyment in both material and spiritual aspects. No doubt, this purpose also 








includes transitional goods that are needed for exports, for exchange of the means 
of preduction and the meane of subsistence and for the needs of national defense 

in order to defend our peace and protec: our work and our material and cultural 
life. It is very important te truly understand the purpose of socialist production, 
and thie understanding is a prerequisite for arranging socialist economic activities. 
Only in thie way can we conscientiously investigate and predict various social 
needs that are constantly changing, set a clear orientation for production so that 
the products are in demand and the work of various links of production, circulation, 
exchange and consumption can be carried owt emoothly. Maybe it is not difficult 
under the present conditions to admit the purpose of socialist production, but it 

is very complicated and it needs repeated underetanding and practice to arrange and 
realise the purpose of socialist production. 





Second, harmonize the social production of the two large categories of products. 
Thies work in fact involves 4 material and proportionate balance of the gross 
social product. The relations of agriculture, light industry and heavy industry 
that are quite often talked about are similar to the relations of the two large 
categories and yet they are not completely the same. Agriculture and Light 
industrial products basically belong to the means of subsistence while heavy 
industrial products belong to the means of production. However, the former also 
produce part of the means of production and the latter also produce part of the 
means of subsistence. Marxist theory of social reproduction etresses the importance 
of mutual harmony in simple reproduction and expanding reproduction of the two big 
categories of products. This theory is our weapon in studying the theory of overall! 
balance. If theoretical and actual laborers just confine themselves to studying 
the theory on the relations between the two large categories of products, they will 
not be able to meet the lively and complicated needs of the socialist economic 
construction. Up to the present, there are no statistice on the production of 

the two large categories of products, and in particul r, the work on the study of 
overall balance of these two large categories of products has not yet been started 
in our country. We hold that under the premise of constantly using new technology 
and equipment and improving the structure of funds, priority in general should 

be given to the production of the means of production (heavy industry), but for a 
limited period of time. Otherwise, the production of the means of subsistence 
(agriculture and light industry) would be squeezed out in affecting the improvement 
of the people's livelihood. But if that type of production was given priority, 
then the production of the means of production (heavy industry) would be affected. 
Ae the present production of these two large categories of products is out of 
proportion, it is necessary to guarantee the growth of the production of the means 
of subsistence (agriculture and light industry) so that these products will be a 
greater proportion of the gross social product. 


Third, arrange well for the proportionate relations between accumulation and 
consumption. This means that the prices of the gross social product must be 
proportionately balanced. As “accumulation is the sourc evpanding reproduc- 
tion,” we must therefore pay attention to socialist ac. © a8 well as to 
profits through fair methods. But on the other hand, tue p >sle's Living standard 
must be constantly improved on the basis of promoting producc.ion and thus we must 
pay attention to consumption. Both are the objectives of socialist production. 
Under ordinary circumstances, measures must be taken to increase accumulation 
while consumer goods are properly increasing. But the accumulation rate must not 
be too high and the investment in capital construction in particular must not be 
too excessive and must be properly maintained. If the accuwmlation rate is too 
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high and invescment in capital construction is excessive, not only will the growth 
of consumption funde be affected, but the investment in capital construction will 
alee be out of balance with respect to building materiale and machinery and equip- 
ment. Ae 4 result, work on projecte will have to be prolonged and the results of 
‘apital eenstruction investments will decrease. from our experiences and the 
experiences of other countries, we can find a more proper and stable accumulation 
rate, for example, about 25 percent, But this percentage cannot remain unchanged, 
When the social production level, people's consumption and labor productivity are 
relatively low and the growth of national revenue is very liwited or even lower, 
the accumulation rate must be correspondingly lower, for example, about 20 percent. 
but when production is developing rapidly, the national revenue is growing quite 
rapidly and the people's living standard is improving, the accwmlation rate may 
be set higher to reach 25 to W percent. 


Fourth, balance well financial power, @aterial power and manpower. The balances 
between social production and needs, between production of the two large categories 
of products and between accumulation and consumption can only be realized when 
financial power, material power and manpower are balanced. These balances are 
expressed t the five balances of finance, credit, goods and materials, foreign 
exchange and 1 power. If we are to seek truth from facte and carry owt our 
economic work according to our economic ability, it is vital for us to realize 

these five balances. 


Under the socialist system, funde and credit are the two forms carried out by the 
etate in mobilizing and distributing funde in a planned way while financial funds 
are closely related to credit funds. Therefore, it is objectively demanded that 
these two be arranged weli and balanced in a wnified way. Financial revenues and 
expenditures and credit revenues and expenditures can be balanced in a unified way 
only when each one alone is balanced. Of these two balances, the balance betveen 
financial revenues and expenditures is the most important. 


Financial revenues and expenditures have 4 decisive influence on credit revenues 

and expenditures. Financial deposits are major resources for credit funds. In 
order to guarantee a balance in credit revenues and expenditures, the state has to 
allocate credit funds to banks every year and in a planned way. Therefore, 
imbalances in financial revenues and expenditures will eventually cause an imbalance 
in credit revenues and expenditures. If an imbalance of credit revenues and 
expenditures is compensated by finances this will affect the balance of financial 
revenues and expenditures. 


According to our present economic situation, it is possible that the need for funds 
often exceeds supply. But it is an objective need in the development of socialist 
planned economy that financial revenues and expenditures must be kept in balance. 
Under ordinary circumstances, the implementation of the state budget must result 

in a balance with a small surplus. A surplus does not mean that revenues exceed 
expenditures; it is just 4 result of the balance of financial revenues and expendi- 
tures. When ao surplus exists, this geans that funds were not fully utilized. 

A emall surplus in a year is caused by the process required in supplying and 
allocating funds and by reserves of goods and materials as well as financial 
reserves that have to be maintained each year. We can truly realize a balance in 
revenue and expenditure only when there is 4 emall surplus. Over the past three 
decades we vere able to realize balances with 4 emall surplus over a period of 
several years with normal economic growth. But over the past two decades, many 














years were chats (criged by expenditures exceeding revenues or an apparent balance 
in revenues and expenditures but actually 4 certain amount of deficit. Such a 
situation is unacceptable. If financial expenditures exceeds revenues or the 
hecessary credit funds needed by banke are not allocated or are even overdrawn from 
the banks, then bank eredit funde will be in short supply and more curreney will 
consequently be issued exceeding market demand. issuing currency for financial 
reasons will ruin the volume of currency in circulation in the market and the 
correct proportion of retail volume of social commodities, and thie situation will 
cause inflation, Inflation will affect the stability of prices, damage the people's 
material intereste and affect financial revenues. If inflation appears over several 
successive years, vicious circles will inevitably appear, creating confusion in 

the order of economic Life and cause an economic crisis under the socialist system 
because of mistakes. A number of advanced capitalist countries have been using the 
method of deficit financing. In an attempt to get rid of economic crisis, Keynesian 
theory advocates the method of resorting to inflation to stimulate sufficient demand. 
But this method has become lees and less effective. As 4 socialist country, and 
given that our production level is low and volume of commodities is insufficient, 
our country gust in no way resort to the method of deficit financing and inflationary 
policies. 





Financial and credit funds are an expression of financial power. Funds represent 
goods and materiale that are the foundation for funde. The distribution of financial 
power and material power muet be in line with their wee. Under the conditions of 
commodities production, the movement of goode and materials is realized through 

the movement of funde. Therefore, the distribution of funde is the premise for the 
distribution of goods and materials. The balance in our finances and credit is 

the prerequisite for the balance of goode and materiale which is the result of the 
balance of finances and credit. tt is a complicated task to balance finances and 
credit. We gust realize a balance not only in gross quantity but also in structure. 
it is an old problem that people cannot purchase what they want even if they have 
money and at the same time 4 great amount of goods are overstocked because of low 
demand. This problem must be studied and thoroughly -esolved. 


Comrade Chen Yun put ferth thie principle in 1957: “When raw materials are in 

short supply, priority must be given to meet the minimum needs of the production 
departments that are producing daily necessities; then the needs in the production 
of the means of production suet be guaranteed; the remainder will be used in capital 
construction.” That is to say, arrangements must first be made for the production 
of the means of subsistence while arrangements for the production -f the means of 
production comes next. This @eans that arrangements must first be made to maintain 
simple reproduction while the expansion in reproduction can only be made later 

with more accumulation. In ay view, this principle gust also be followed in 
distributing financial power. 


The five big balances must also include foreign exchange, foreign trade, manpover 
and talents, and all these are increasingly important in the process of our 
modernizations. 1 am net prepared to talk about these here. But it must be 
pointed out that each of the five big balances iteelf represents a balance and all 
the balances are linked together to form an overall balance that must be reached 
as soon as possible in the process of readjusting the national economy. Parti- 
cularly important is the balance of finances and credit that will directly affect 
the orientation and pace of production and construction. When serious financial 





deficite eeeur for years in suecesston, and they are coupled with taflation and a 
hidden efisie, Lt be baperative te upheld the principle of balancing finanetal and 
ofedlt fevenuee efd expenditures with @ mail surplus, cut down capital eenetruc= 
tiem levestm@ente en adminietiative amd nations! defense expenditures, practice 
ecomomy and inerease production, All these are urgent taske in our present 

feed vetment work. 


1¥, Reselutely Gerrect “Lefeiet” Mistakes 





out fonproderctive conetturtion. 









tien and conetruction were gade with 
Ae @ result, beew industry wee eet only 
in@uetry well bet on the comtrary it sequeesed out 
aid that priority was given to agriculture 
iaguct ry, the reality wae that heavy induet 
ané ser iculture. taeorgy and 

he @ reeult of taking “steel as 
of the agriculture! ecomom in 
and ficheties were oegiceted of 
eet iculteure. 


Ae @ result, the puerpese of secialiat 
paid to improving the people's | iving 

The accumulation fete was too high, and t 
tiew. The people's coneumption lewel and 
improwed fer a lome period. The work done 
veclth an¢ eovirommestal protection wae 


Surigge the 10 peare of scefiows disasters 
counterrewolut tionary cliques, the nations! 
fot to mention that af ewereli balance had 





ohenged Sinee the dewniaii ef the “gang ef four,” and we have begun rehabilitating 
al Peadjueting the aatiene! econemy, Bul ae we underestimated the seriousness 

of imbelanee of the sational economy and were toe rash in “going ail out with high 
speed,” we continued te make “leftiet” wistakes, As a result, the unbalanced 
condition ef the set lenal economy became worse, The Third Plenary Session of the 
Party Central Committee te of great « fieanee in the histery ef the party, 

This meeting put forth the principle of readjusting, frestructuring, consolidating 
and iepreving and put an end te the passive state of affaire that was caused by 
“Leftist” wisteakes. As people's views on thie eatter are different, there have 
been obstacles in feadjwetment work, and for thie reason, achievements have been 
few eo far, Consequentiy, eecumuletion and coneumption funds have exceeded the 
tetel rational revenue, capital construction iavestments heave exceeded [financial 
ahd material power, and these have been accompanied by successive yerre of huge 
deficite that caused inflation end imerease of prices. The work conference of 

the Party Central Committee held last December fully ewaluated the seriousness 

of the situation, pointed out the existence of « hidden danger and decided to tare 
feselute measures to feadjuet the fational economy in a big way to further balance 
finem tal and credit revenves and expenditures end to make readjustment work a 
primary task in the siath S-year plan, Thanks to these measures, the balance 
work of our nations! economy has begun te take 4 new shape. 


¥. Regional Balanee te the Basie Por National Balance 


Vader our socialist system, regional balance is an organic part of national 

balance and the balance of the same departments is the basics for national balance. 
As various economic forme in 4 region are interrelated, the arrangement of regional 
material and cultural life and the funetions of regional administration and regional 
gonetary organs can be balanced only under the united planning of the whole country 
and under the guidence of national balance. 


Regions! balance iavelwes some of the same tasks ae national balance but the former 
has ite own characteristics. 


Piret, regions are part of the whole country and regional balance ic carried out 
under the conditions of constant development of the production and exchange of 
comedities. Therefore, 4 region ie sot permitted te set up ite own independent 
and complete economic syetem, to become self-eufficient and to seek things that 
are large and complete.” Regional balance aust be put ender wmified national 
pleeeing. Pinancialiy, 4 region has te hand things ower to and re-eive things 
from the higher authorities, ite products hawe to be (transported out and it has 
alee the right to brine in products from other regione and to exchange commodities 
with other regions. Por example, if 4 region wents to carry out the four sost 
important overall! balances that are mentioned abowe, it can in no way consider 
behind <leosed doors fegione! social production and regional social needs, consider 
the propertionate relations between the production of the two large categories of 
prodects and ecewmulation end «oneumption and can in no way balance ite own finances, 
eredit, goods and materiale, foreign exchange and manpower. Hence the complicated 
relations emerge between eational and regional balance. 


Second, regional balance includes broader economic activities and gore detaile and 
aspects of social life. The prodwetion and construction taske that are arranged 
through work om achiewing — national balance gust be implemented in the regions. 
in addition, there are many other taske that hawe to be arranged and balanced 








by regiens. These tasks include housing, arranging for students te enter higher 
achool, employment, medical treatment, gas, Funning water, commuter buses, commer= 
celal networks, environmental protection, family planning and other daily necessities 
of life sueh as kitchen utensils, bean curd, breakfast, kindergartens, movies, 
broadcasting and regional building materials and the quality, varieties, etyles 

and design and color of countless consumer goods, 


Third, one of the important tasks in regional balance work is te organize 4 network 
of relationships in the regional economy, Within a region, 41) departments of 
different types of ownership and at different subordinate levele and various 
economic ofganieation: have a very close network of relationships, such as eulti- 
purpose utilisation ef various resources, distribution of energy, planned arrange- 
ment of transportation, coordination in production technology and supplying each 
other's needs in goods, materials aad equipment, 


Regional belance ie the foundation for national balance, therefore, doing a good 
job in regional balance work ie vital in displaying the superiority of the regional 


economy and in speeding up ite development. 


in realizing 4 regional balasce, consideration gust be given to how to display 
regional economic advantages. What are economic advantages’ They do not sean 
advantageous conditions, they @ean better economic results through combining many 
advantageous conditions. fconomic resulte mean overall! economic resulte such ae 
costes and profite. The advantege of producing 4 kind of product refers to the 
advantage of this product over other similar products. And 
of 4 region only exist when they are compared with the advantages 
throughout the country. If we do no. consider regional advantages 
regional economy and produce what is needed by the region itee 
return to the old track of self-sufficient economy. But if we 
some advantageous conditions without comprehensively calculating economic results, 
vithout comparing the comprehensive economic results of the products with similar 
products throughout the country and only consider the conditions of raw materials 
as economic advantages and blindly build additional factories, then the existing 
processing capabilities will become idle economic losees will result. Blindly 
building factories and building the same factories are still common now and this 
problem must be rapidly solwed in the present readjustment work. 








in order to do 4 good job in regional balance and readjust imbalances, we gust study 
and solve the following three problems under national planning and national 
balance. 


First, clearly understand the orientation for the development of the regional 
economy and make unified arrangements and create conditions so that various regions 
will be able to fully display their economic advantages. 


Second, the amount of goney that is to be handed ower by and allocated to regions 
and the transfer in and materials gust be rationally defined so that exchange of 


commodities among regione will be promoted and developed and the necessary importe 
and exporte can be carried out under 4 mified principle. 


Third, with readjustment as the core at present, restructuring gust obey readjust ing 
but the orientation of restructuring system aust be upheld. During readjusting, 
centralization and wnification gust be stressed in some aspects so that difficulties 
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can be overcome with econeerted action, Sut te consider the Whele situation, tee 
excessive centralisation of state power must be gradually changed, We must also 
combine regulation by planning mechaniom with that by market mechaniem, expand thie 
righte of enterprises in finapees, goods and materiale and manpower, increase the 
flexibility of leealities and help regions create conditions and methods for 
realiging balance so that propertionate economic relations on the regional level 
can be readjusted effectively and the work in balancing the regional economy can 


be strengthened to provide reliable foundation for national economic read) usteent 
and fational balance, 
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NATIONAL POLICY AND ISSUES 


BCONOMIEC FORUM DISCUSSED 


yo Beijing JINGJI YANJTU [BCONOMIC RESEARCH) in Chinese No 2, 20 Feb 61 
PP — 


[Article by JINGJI YANJIU correspondent: “Discussions and Speeches at Lnnie 
Forum on Theory of Overall Balance of National Keonomy") 


[Text] Jointly promoted and organized by the Economic Research Bureau of the 

State Planning Commission, the Economice Inetitute of the Chinese Academy of Social 
Sciences and the Economic Research Bureau of the Liaoning Provincial Planning 
Committee, the Forum on Theory of Overall Balances of National Economy was held at 
Shenyang from 6 to 14 January 1981. Participating in the forum were over 170 
persons who are economic planning workers and economic theoriste of the relevant 
departments of the central goverment and of 18 prov 

autonomous regions and comrades of the presse and publishing circles. Over 60 
essays were submitted during the forum. 





Comrade Xu Dixin delivered the opening address at the opening session. Comrade 
Guo Peng, firet secretary of the Liaoning Provincial CCP Committee, aleo spoke at 
the opening session. At the concluding session Xue Mujiao gave the summary remarks. 
Comrade Yu Guangyuan aleo attended the forum and addressed it. A recorded speech 
by Comrade Sun Yefange was broadcast. 


The forum wae convened at 4 time when the central government has decided to 
vigorously carry out the readjustment and stabilization of the economy. The 
comrades attending the forum all agreed that the holding of it was very timely and 
was very necessary. The purpose of the forum was to promote research on the probles 
of the overall balance of the national economy so as to provide basic materials for 
reference to do a good job of readjusting the national economy and improving economic 
planning work. The forum transmitted talke by responsible comrades of the central 
government on the problem of readjusting the economy. This was highly significant 
in making the foruw 4 success. The participants all followed the principle of 
letting @ hundred echoole of thought contend. They liberated their thinking, 

freely expressed their views and enthusiastically took part in the diecussions. 

The forum discussed three main problems. They were 1) principal experiences and 
lessons from the work on owerall balance over the past 30 years; 2) how to do a 
good job of achieving overall balance of the national economy; and 3) how to 
correctly put into full play the superior points of the localities in relation 

to the overall balance of the whole country. Cited below are the principal problem 
discussed at the forum: 














Prine ipal Experiences and Lessons Derived From Work on Overall Balance Over the 
Past WO Years 


Durine the discussions, many of the comrades were of the opinion that over the 
past 30 years we have traversed 4 sigeag road in dealing with this preblem of 
overall balance of the national economy, Actual practice has shown that whenever 
a relatively good job was done of overall balance, the national economy developed 
rapidly and comparatively good results were achieved, On the contrary, whenever 
overall balance was refuted, or whenever overall balance was slighted despite 
verbal assurance of ite importance, the national economy developed slowly and even 
receded, Many comrades recalled that during the period of the firet S-year plan 
and the 1960's when we were forced to do readjustment we paid relatively great 
attention to the overall balance of the national economy and studied the successful 
experiences on overall balance of foreign countries, but especially noted and took 
inte account the reality of the situation in our own country, We did fairly well 
in such matters as those touching on speed and proportion, accumulation and 
consumption, and the relationship between agriculture, light industry and heavy 
industry. Fruitful experiences were at the time gained and learned. For example, 
in the period of the first S-year plan, we introduced the principle of making 
overall plans, taking all factors into consideration and making appropriate plane; 
we introduced the linking up of balancing, finance, credits and loans, and material 
resources; we introduced the question of the ratio between accumlation and national 
income, between revenue and national income and between capital conetruction 
investments and expenditures with the provision that they must be subjected to a 
definite limit; we introduced the policy that in the allocation of funde and 
material resources, first consideration was to be given to the people's Livelihood, 
followed by production and then construction; and we also considered whether or 
not the scale of construction was in line with the nation's financial power and 
material resources and if it would lead to the etability or inetability of the 
economy. In the early 1960's, we aleo decided that the arrangements for the 
national economic plan should follow the order of agriculture firet, light industry 
second and heavy industry third and that we should "grasp firet the problems of 
food, clothing and utility and pay adequate attention to the order of agriculture 
firet, light industry second and heavy industry third.” We aleo introduced che 
principle of firet simplifying reproduction then enlarging it and then decided 

that in planning, provision gust be made for some leeway, and so on. All these 
were extremely important experiences in doing 4 good job of overall balance of the 
national economy. However, for many of the past WO years, the work of overall 
balance wae not done well. The reasons were many, but it was eainiy due to 
“leftiet” error. Under the domination of the “leftiet” errors, for 4 prolonged 
period of time both production and construction were in violation of economic laws 
and were divorced from reality, thus far exceeding objective possibility. In 
regard to the problem of overall balance of che national economy, the “leftist” 
menifestations were: seeking high targets and high accumulation rates; stressing 
speed and slighting the proportionate relationships; stressing capital construct ion 
and neglecting production; stressing production but neglecting living conditions; 
labeling realiem and practicality and overall balance provided vith leeway as 
“passive balance;” and refuting the objective demands of overall balance on the 
pretext that “balance is relative and imbalance is absolute,” in this way bringing 
about 4 serious imbalance in the proportionate relationships and enormous losses 
to the national economy. These lessons from history are truly penetrating and 
impressive. 
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What has been the principal lessen derived from overall balance over the past w 
years’ Very good comments were made by the comrades at the forum, im their 

opinion, to do a good job of overall balance, the lellowing conditions are necessary, 
in addition to assuring 4 political situation of unity and etability and being 


governed by 4 legal system, 


1) The objective necessity of overall balance must be fully established, Overall 
balance of the national economy is the basic condition for the planned and proper= 
tionate development of socialist economy. Wowever, for many yeare thie condition 
has been refuted and slighted, Ae 4 result, the superior character of the socialist 
economy has not been given ite full play and under the influence of the “leftist” 
errors, it has been impossible to learn from the lesson of the disruption of the 
proportionate relationships of the national economy, ven after the emashing of 
the “gang of four,” for quite 4 long period of time, the important significance of 
overall balance still remained to be underetood while at the same time impractical 
targete and slogans continued to be put forth which intensified the imbalance in 
the national economy. Therefore, im order to do 4 good job of overall balance, 
first of all we quet get rid of the erroneous “leftiet” ideology and ite influence 
and earnestly summarize, learn from the lessens of historical experiences and 
obtain a full understanding of the necessity of overall balance in socialist 
Planned economy. 


2) There quest be » guiding ideology on overall balance which tallies with reality. 
Overall balance gust follow the demand of objective economic laws, and primarily 
that of the basic economic law of socialiem, while taking into consideration the 
conditions of the Chinese nation. Some comredes were of the opinion that all the 
adventuriem beginning from the “great ieap forward” of the 1950's to before the 
convening of the M4 Plenary Session of the Lith Central Committee had arisen due 
to the lack of a clear understanding of the basic national conditions, the failure 
to take into account the fact that the population consists of "1 billion people 

of whom 800 million are peasants,” and the emergence of many forecasts and targets 
which were beyond the reale of feasibility. Under such an erroneous and macro- 
scopic policy, it wae not possible to do a good job of overall balance. Many 
comrades believed that the prerequisite to our doing a good job of overall balance 
is the adoption of a suitable strategic policy to be formulated after making an 
earnest study and coming tc a full understanding of the actual conditions of our 
country and comprehending the iaportance of achieving economic results and effecting 
an economic development oriented toward bettering the people's livelihood. 








1) The problem of methodology in achieving overall balance must be solved properly. 
indeed, how should we begin the work on owerall balance’ Upon analysis, a1] agreed 
on the following views: first, in the period of the firet S-year plan the sethod 
adopted in achieving overall balance was to use the 156 construction projects as 
the center but with special emphasis being put on heavy industry. This had certain 
defects but no serious problems occurred. Second, in formulating the second 

5-year plan, balance was planned to be achieved by first etudying the possibility 
of an increase in the national income amd then asking overall arrangements for the 
proportionate relationship between accumulation and consumption. This appeared 

to have been 4 practical and safe method. Unfortunately, 46 soon a6 the period of 
the second 5-year plan began, the plan was disrupted by the “great leap forward.” 
Third, the order of agriculture first, light industry second ard heavy industry 
third was taken as the basis for arranging the balance. This was the methodology 
used in the } veare’ readjustment period and achieved good results. Pourth, 
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certain heavy industrial preduete were taken as the core, particularly “steel was 
taken as the key link” in arranging the plan, This was the wethed in use during 
the first } years of the second S-year plan period and during the periods from the 
third S-year plan to the fifth S-year plan, It proved disadvantageous to overal! 
balance and brought about seriously adverse results, Fifth, overall balance aust 
be striven for starting from the very last product or from satisfying the consump- 
tion needs of the people, This was the sethed in use in the last few years and is 
well worth looking inte, Some comrades were of the opinion that in seeking overal! 
belanee we should take nations! eeenomic accounting a6 the start and use the plane 
for fational grose product and the national income as the guide to controlling the 
Situation, Which of these methods is the best requires further study, 


4) There @ust be wedium and long tere planning which is scientific and stable in 
nature, Many comrades pointed out: overall balance has the characteristics of 
continuity and covers the situation ae 4 whole, Readjustment taske ususelliy cannot 
be completed within a few yeers, and in doing them we need to “look ahead and behind” 
and make overall arrangements. Unfortunately, for 4 prolonged period of time we 
lacked a medium and long tere unified plan which envisaged social economic develop- 
ment and development of science and technology, and ae 4 result the national plan 
got out of control. Some comrades pointed out: it is true that readjustment is 
an urgent problem at present. However, we gust have 4 vision of the future and 
the work of long ter® planning gust still be grasped, We cannot slacken our work 
on wedium and long tere planning just because of readjustment, otherwise our work 
will be a blind nature. 


5) The selentific level of the work on overall balance gust be raised. Many 
comrades mentioned that at present the method on overall balance in use still 
follows the old methods of the 1950's and that therefore we need badly to transfor 
our planning sethodology and improve the system of targete in planning. We should 
study and carry owt experiments on such gethods as the input and output method, 

the economic mathematical model method, the target outline method, the end product 
target method, and so on. In particular, we gust strengthen statistical work 
which forme the basis for planning. in his recorded speech, Comrade Sun Yefang 
pointed owt: Of the statistical targets required for the overall balance of the 
national economy, only % percent have been set. In his opinion, statistical organs 
should hawe the same status as that of the inepection and superwision organs of the 
étate, to be put under the direct leadership of the State Council and the various 
local governments, in this way ensuring the independent character, solemn nature 
and accuracy of statistical work. Certain comrades were of the op sion that 
economic forecasting should be considered as of great importance and that we should 
nov emphasize forecasting work in regard to ite positive effects as well as ite 
role in spotlighting probleme that would arise in carrying owt readjustment. 


6) The economic administration, including the planning system, gust be restructured. 
Some comrades were of the opinion thet the present planning system wae a4 littie 

too centralized on the one hand and too scattered on the other, both of which were 
haretul to doing 4 good job of oweral!l balance. We aust gradually and under an 
overall plan carry out the restructuring of the system. Simultaneously with 
enlivening microeconomics, we gust strengthen the planned guidance and overall 
balance of macroeconomics. Many comrades conceded that at present the phenomenon 

of “leaping forward in an indigenous way” in which the email elbowed out the large 
and the backward elbowed out the adwanced was essentially due to irrational prices 
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and irrational taxes and could alee be due in part te the financial eyetem of 
“eating out of the same pot.” Some comrades said that wader the conditions of 
irrational prices the overall balance was actually like looking at oneself in a 
distorting @irror which aisrepresents one's actual appearance, therefore the price 
system gust be restructured, However, many comrades contended that the irrational 
estate of prices wes 4 long term effect and could only be solved gradually. for 

the present, the principal taske should be to grasp tightly readjustment ard 
stabilice the economy, Price restructuring, if net done well, might lead to trouble, 


- Te De a Geod Jeb of Overall Balance of National Feonomy With Readjustment ae 
the Core 





Comrades taking pert in the forum heard talke by leadership comrades of the central 
government on our current economic situation and the pelicy ef readjustment. 

They a)! understood that it wae entirely neces» . and correct te endeavor to 
realize a balance in expenditures and revenue  §. balance of credite and loans 
and attain basic stability in commodity prices that the entire period of 
sixth 5-year plan should be devoted to readjuetmect, They 
the measures taken by the central government in thie connect 
taken ae merely emergency measures but should be looked upon 
strategic significance. The measures should enable us to free our economic work 
from the longstanding “leftist” restraint and control and put it on 4 new road of 
economic development. Following the deliberations, everybody had a clear 
standing of the situation. Their confidence was strengthened and they were 


encouraged. 
in the course of the discussione the following problems were brought up: 













greatly 


1) How to fully realise the complicated and difficult nature of the readjustment 
work now being undertaken. 


Everybody felt that the readjustment thie time differed considerably from that 
undertaken during the early 1960's. The principal advantageous condition in the 
readjustment work thie time was that there was 4 comparatively clear-cut solution 
to the basic “leftiet” errore and the central government has shown great determina- 
tion. On the other hand, the complicated side was as follows: 4) When the previous 
readjustment took place, moet people's stomachs were empty and they accutely felt 
the need for readjusting. Thies time readjustment is taking place under conditions 
when the economy has been developing and the people's livelihood has been somevhat 
improved. People can hardly comprehend that the dangers ahead. 6b 

previous readjustment, the enterprises affected were aostiy “local” in character. 
Proverbially speaking it was easy to dismount from “as emall pony” and the losses 
incurred were emall. On the other hand the readjustment thie time af enter- 
prises that are “foreign” in character. It will sot be so easy to diemount from 

a “bie foreign horse,” and the losses could be considerable. Moreover, some of the 
local enterprises being affected are collective-run enterprises built only recently 
in the course of the restructuring. They cannot be easily put under control. 

c) In readjusting and reducing the number of capital construction projects the last 
time, the task was rather easy particularly because the sources of the capital 
funds were restricted. On the contrary, thie time the sources of the funds are 
many. Besides, the decisionmaking power of the localities and of the enterprises 
has been expanded. Hence, it was difficult to effect centralized control. 4) In 
the previous readjustment, the sources of energy vere being increased; but this 








time the supply of energy has not been able to meet actua! demand, e¢) Last time, 

20 million workers and employees had to be mobilised to return to the rural villages. 
This time, new employment opportunities must be found, f) In the previous readjust- 
ment the views were unanimous and from top to bottom and everybody wae one of heart. 
This time the situation concerning ideology ie different. All these tend to show 
that the readjustment work thie time requires that greater efforts must be made, 


Moreover, the following factors have made the readjustment work thie time more 
difficult and complicated: 


At present, the accumulation rate is too high, the capital construction front is 
too long. There have been huge deficits, the composition of the economic structure 
is irrational, 4 serious imbalance exists in the important proportionate relation- 
ships, and so on, These factors did not come about within a short time; rather, 
they were the outcome over a prolonged period of time. it will not be easy to 
change the situation an «) effort in so doing might invoke more problem, some 
foreseeable and some not. This wae what some comrades are worried about concerning 
the current readjustment. 


The principal worry is whether the readjustment work of thie magnitude will bring 
about an economic depression and a vicious cycle of untoward events. 


Some of the comrades were of the opinion that if we were to retreat in full and 

eut down all at once a large number of capital construction projects, then as a 
result of the closing, suspending, merging and shifting of many enterprises a 

large quantity of machinery and equipment would lie idel and a large number of 
construction workers would be out of work. This would certainly affect the speed 
of economic development in the near and remote future and revenue would be 
adversely affected which in turn would necessitate further reduction in capital 
investment so a8 to achieve 4 balanced budget. A vicious cycle of this kind could 
cause the financial situation to get even worse. Some comrades believed that 
readjustment might bring about certain problems some of which could be of a serious 
nature and that in certain sectors production wight decline. Nevertheless, they 
contended that if only we could act suitabiy and through readjusting reduce those 
projecte with low economic results but promote those with high economic results 
thus increasing the benefits to the entire national economy, then the vicious cycle 
would pot occur. 


“ome comrades voiced their fear that a large-scale readjustment would bring about 
4 large surplus labor force. What arrangements could there be for this surplus 
labor force and for the existing large number of people still awaiting employment’ 
Any mishap in the arrangements could cause social unrest and even disturbances. 
The consensus of opinion was that extra care must be taken in regard to personnel 
arrangements, that readjustment should be undertaken in a step by step procedure 
and at intervale and that there gust not be any sudden appearance in society of 
a large number of unemployed, or semiemployed, people. it was felt that solving 
the problem of unemployment would depend mainly on opening up more avenues of 
employment and on shifting the affected enterprise unite to other trades rather 
than closing them outright. Additionally some of the comrades suggested that the 
leftover manpower and material resources of enterprises which have been closed 

or suspended be used to set up according to prelaid plans a number of technical 
schools and middle schools so as to speed up the program of having the vorkers 
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and employees attend training echools on 4 rotation basis. This was mentioned 
as one possible avenue of solving the problem of making suitable arrangements for 
personnel, 


2) Wow should we proceed with readjustment? 


In the discussions, the comrades were of the opinion that to do a good job of 
overall balance with readjustment as the core requires performing the following 
two tasks: 


The firet is: reduce capital conetruction and eliminate the budget deficit. 

Thie is an urgent task. The issuance of banknotes has reached the point beyond 
which danger lurks ahead. Some comrades said: “The overissuance of banknotes 

wae due to ‘capital construction bringing pressure to bear on finance and in turn 
finence on the banke resulting in the banks having to issue more banknotes.' 
Therefore, the key to readjustment is to reduce capital construction.” Some 
comrades believed that principally we should curb consumption demand. To reduce 
capite! construction alone would sot be sufficient. We should firmly curb consump- 
tion (arising mainly due to granting too many awards and welfare subsidies). 

Only in this way, they asserted, could fiscal deficit be avoided. 


Commenting on the theory that fiscal deficit was “harmless,” some comrades countered: 
in 1979 there was a large deficit but life went on smoothly, because of three 
reasons--foreign loans, domestic loans and a bountiful harvest. However, foreign 
and domestic loans create problems, they necessitate increased financial outlays 
in future years which in turn require the issuance of more banknotes. The problem 
with capitalist countries lies in consumption demand being insufficient but there 
is overproduction. Hence, to overcome the economic crisis, the method of deficit 
financing was adopted to stimulate economic growth. However, in recent years this 
method has no longer bore the desired effects. Our conditions differ from those 
of capitaliem countries. By no means should we adopt the policy of the capitalist 
countries of keeping their budgets in the red. 


The other task is: readjust well the economic structure, particularly in regard 
to production and circulation. Concerning the problem of basically reshaping 
production, the majority of the comrades laid stress on developing agriculture and 
light industry and reducing the ratio in regard to heavy industry. Still some 
comrades were of the opinion that to reduce the relative size of heavy industry 
was just looking at the surface of the problem. Actually, readjustment should not 
be simply holding back heavy industry. Rather, heavy industry should be so developed 
as to be of benefit to the development of agriculture and light industry. If this 
is the case, the more heavy industry is developed the better. Once the quality 
of products of heavy industry is improved, they could be exported and it would 
not be necessary to strive for a balance within the country. 


Concerning the problem of the proportionate relationship between accumulation and 
consumption, some comrades pointed out that we should not be too anxious to readjust 
the proportionate relationship between these. They contended that readjustment 
could not be lasting or meaningful if we should fail to increase the supply of 
consumer goods simultaneously with increasing consumption demand or if we depend 
only on importing consumer goods to meet market needs. Certain comrades even 
pointed owt that in the economy, a situation in which the sum total of accumulation 

















and consumption exeveeded the national income could be brought about under three 
possible scenarios, Firat, an imbalance between imports and exports resulting in 
the used volume of the national income surpassing its production volume; second, 
the sum total accumulation and consumption surpassing the available volume of 
national income available for use; and third, falsehood or inaccuracy in computing 
the national income, bringing about ite supply volume being lower than ite demand 
volume. The third scenario could directly cause an imbalance in the other. Thies 
requires special attention at the present. 


in order to do the readjustment in a clear-cut and healthy manner, everybody agreed 
that a set of readjustment regulations should be formulated, that the actual 
situation should be clearly understood, that firm etepsa should be taken, that the 
work done should be meticulous, that the length of time required should be reasonably 
long, that we should avoid doing the work at one stroke or impetuously and that 
measures to follow up should always be readily at hand. 


3) How should we handle the relationship between readjustment and restructuring? 


Some comrades were of the opinion that readjustment is the key and was aleo the core 
and that only after readjustment would there be the means for us to turn to 
restructuring. For example, in order to readjust the proportionate relationships, 
the measures of closing, suspending, merging and shifting have been adopted, but 
special emphasis should be placed on "shifting." The enterprises must be more 
active and must have greater decisionmaking power. Certain comrades believed that 
restructuring should follow or abide by readjustment, that restructuring which is 
beneficial to readjustment should be positively carried out and that restructuring 
which is adverse to readjustment should temporarily be deferred. 


Whether or not prices should be readjusted constitutes a problem evolved much 
discussion. Diverse views were offered. Some comrades insisted that prices should 
not be changed at all, otherwise economic confusion might result. Others argued 
that price stability alone would not help in readjusting the economy and that since 
irrational prices were an important factor in bringing about an imbalance in the 
national income, they should be readjusted. Nevertheless, those in favor of 
readjusting the prices all agreed that it should not be overdone but that, instead, 
it should be done gradually. 


In addition, the forum engaged in discussions on such problems as how to employ 
regulation by planning mechaniem and regulation by market mechanism in the read- 
justment, how to properly handle the relationship between these two, and whether 
there is need for formulating a general or master plan for restructuring of the 
organization structure. 


On the Problem of Overall Balance of Local Economy and Giving Full Play to Superior 
Points of the Localities 


In regard to a balance in the localities (local balance), the form discussed the 
following problems: 


1) What is the relationship between a balance of the localities and a balance of 
the whole nation? Many comrades believed that national balance should guide and 
control local balance but should not replace it. Local balance should constitute 
an integral part of national balance, being part of the foundation for realizing 
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national balance. Only through doing 4 good job of local balance and enabling the 
local economies to achieve coordinated development could there be a planned and 
proportionate development of the entire national economy and for putting in full 
play the superior pointe of the localities and attaining the maximum economic 
benefits. A small portion of the comrades expressed the view that in the economies 
of the localities the proportion of the principal items should follow the unified 
arrangement and planning of the whole nation, that a locality should not have 
economic structural problems or problems concerning the organization structure of 
agriculture, light industry and heavy industry and that therefore there would be 
no point of working for local balance. 


2) What are the tasks an «© ecial characteristics of local balance? One line of 
thought was that local br» .e should provide the basis for the formulation of a 
national plan and for a: mal distribution of the productive force subject to 
such provisions as guidan. of a4 national plan, 4 rational distribution and utili- 
zation of manpower, material and financial resources, exchange of commodities 
between the localities, readjusting the surpluses and shortages between the 
localities, rational arrangements for the local economies, and coordinated develop- 
ment of the local economies. Another line of thought was that the taske of local 
balance should be: under a national unified plan, to attend to remittances to and 
appropriations from the treasury; balancing the outward and inward movemente of 
products and the exchange of commodities; implementing the production and const ruc- 
tion tasks as arranged under the national plan; organizing the branching out 
activities of the local economies; and effecting the balancing and arrangements 

for more extended economic activities and the sundry phases of the people's 
livelihood. Another line of thought was that the task of local balance should 
embody regulating the contradictions between social needs and social production 
within the localities and promoting the development of local economy on a planned 
and proportionate basis. 





In the course of the discussions, certain comrades pointed out that the tasks of 
local balance were somewhat related to its characteristics. Comparing local balance 
with national balance, the distinguishing characteristics were: a) local balance 
must give due consideration to the inward and outward movements of material 
resources and the exchange of commodities. Regarding this point, some comrades 
urged strongly the development of interregional exchange under a national unified 
market while others stressed one-sidedly coordinated development within the region 
itself, although the consensus of opinion was that the localities should not 
singularly seek self-sufficiency. 6) Local balance must take into consideration 
the possibility of the remittances to and appropriations from the state producing 
an imbalance between the produced volume and used volume of the national income and 
between the produced volume and used volume of the products of society. c) Local 
balance must give consideration to fluctuations in credits and loans due to the 
inward and outward movements of material resources and the remittances to and from 
the national treasury. 


3) How to do a good job of local balance’? In the course of the discussions certain 
comrades were of the opinion that in order to do a good job of local balance the 
state should require the localities to create the necessary conditions, additional 
to such other factors as correct guidance and ideology, detailed statistical 
materials, efficient news services and forecasting and scientific methodology and 
procedures. This had reference mainly to the following: 
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a) the national medium and long term plans should clearly preseribe the division 
of work and coordination between the localities and the direction of development 

on "he part of the localities to serve as 4 guide to local balance, The state 
should also prescribe to the localities the amounts of remittances to the state 
and the retentions for their own use and should fix rational targets for the inward 
and outward tranefer of material resources and commodities, 


b) The current economic control system of direct horizontal leadership from top 

to bottom in the various departments of the central government and of artificially 
doing away with the diagonal relationships between the localities should be reformed, 
The existing phenomenon of the “secretary exercising supreme command and carving 

out spheres of interest" should aleo be reformed, otherwise only the first secretary 
could do the overall job to the exclusion of the planning department. 


©) The central government must gradually let the localities have certain authority 
and waye of doing thinge in regard to overall balance and must appropriately expand 
the decisionmaking power of the localities in this connection. 


4) Concerning the problem of giving full play to the superior pointe of the 
localities, the comrades exchanged their views on such pointe as how to discuss 

and understand the economic superior pointe of the localities, why and how such 
poirts should be put in full play, and the relationships between putting in full 
play the superior pointe of the localities and the national overall balance. 

Some comrades pointed out that the criterion for determining the superior pointe 

of a locality should be a comparison of the production cost, whereas many comrades 
believed that putting inte full play the superior points should not start from the 
partial interests of the localities, but that we must coordinate all the activities 
of the nation like pieces in a chess game and take into account the macroeconomic 
effects of the whole nation. Some comrades gave the opinion that only in coordi- 
hating the efforts of the tobacco-growing areas of Henan Province and cigarette 
factories in Shanghai could the superior points be manifested, but that if they 
remain separate there would be no such superior points. Then there were some comrades 
who believed that in order correctly to measure and put into full play the superior 
pointe of the localities, we gust solve the relationship between the localities on 
the matter of exchanges at unequal prices or adopt some other policies or measures 
to appropriately readjust the relationships between the localities in respect of 
economic benefits. 


In the discussions, the comrades brought up 4 number of problems cemanding further 
study. They may be sumparized briefly as: 


1. What is the task of the overall balance of the national economy’ What should 
be the starting point and the ending point of overall balance’? From where should 
we start and what method should be adopt in carrying out overall balance’ 


2. Are euch sayings as “imbalance is absolute and balance is relative,” “positive 
balance” and “passive balance” applicable or not to overall balance of national 
economy’ If applicable, how should they be viewed? 


3}. What position should the question of speed occupy in planning balance’? What 
is the best speed and what is the best ratio’ How may overall balance of national 
economy and economic results be joined together’ 
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+. ie the work on ewerel!l balenee of Setlonal evonemy how should regulation by 
the pleneing @echenio® end stion by the aerket mechenion be wtiliived’ te 
What fee 









it trwe that the former be the cove’ 


5. Wheat new probleme could afiee from readjustment’ 





6. tow showld we treat the theories thet “budget deficit ie harmless” and that 
“woderate inflation currency infietion end rise ia 
commodity prices be . ontrelied’ 


). How @howld the relationship between commodit 
le it better te wee financial subsidies te 
at iow lewels’ OF, would it be better te 
fesort to high commodity prices and high wages’ 


&. How showld we hendlie the relationship between 
In the course of readjwetment, should rest ruct ut ing 
tow should we proceed with restructuring ie order that it would 
fea ijustent ” 









9. Wheat ere the apecial characteristics ef local balance’ 
between loce! balence an¢d national belence’ Under current condi 
with local belemce” What com@itions showld be created before we 
local balance’ 


10. How may the superior poimte of the localities be isterpreted” ia whet way 
oan we pet the superior poimte of the localities in full play and imeorperate thes 
inte the owerell balance of the whole country’ 
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WATIUNAL PULTCY AND (S8URS 


CUARASTER ING MEANS OF SUBBISTE NCE 
140660 Beijing J1NG)1 VARITU | BOONOMIC RESEARCH) in Giimese Be 2, Feb 81 pp 6-7) 


jArticie ww F Mineheme (2455 3066 9992): “Two Views of the Article ‘Tentative 
Dieeussion of the Law of Guarentee of the Meane of Subsietence’” | 


jieet) tn Nie afticte “Testetive Dieeussion of the Law of 
of Subsistesee” “JINGTT YARITU" Be 6, 1980, Comrade 
the equations of reprodection tebhee inte consierat 
discarded, mabhing an examination of 
Production caetegeties in terme of their variations, 
giving rise te the so-called 
hie dering spirit of ingenuit 















of “tebking eteel a6 the bey link” founded 
thie oppertwmity, | would like to air twe 
consideration. 


i. The tewelidity ef the Tere-The Law of Guarantee of the Means of Subsietence 


Dei Yaeechen’s article calle the restrictive effecete of the qeans of eubsistene 
om the means of production the lav of guarantee of the apans of subsistence, an 
he soserts thet “the law of preferential growth of it [means of subsictence) 
apd the seans of pro@ectioe ere comeomiteste of the lew of reproduction.” Asser - 
tions «2 sueh, howewer, do sot stand =p ander rigorous sereut inv. 


At (he wery begimBing of the article, a errer te gade thet comtredicts commonsense. 
The law of fastest erowth of the qeaene of production (1 take position that 

the wording of the “law of preferential growth of the aeane of production” is art 

* precice ome. Per this feesor whemewer thie ic diecussed if ; 
Lenie’s owe wording, samely the law of fastest 
the author) wae the outcome of Lenin’s etudy of 
Comet emt istemeificetio® ef the orgeamic etreuct ure 
of technological isprowemeste Sow can thie la 
principle of repredertion” Lenia’s explensticn of 
Having quoted Mere’: equation of reprodection, be 
equation of feptfedect ion aentioned showe, ao com) 
the growth of categorm | preponderetes over thet of cetegory 
the twe ore of parallel eroewth bere.” 
"Nerket Probiess,”” Vol i, @ 69) 
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Let we leave alene for the time being the question of whether er fet the fastest 
eroweh of the geane of production ie an abeolute law. Suffice it te say ‘ 
Lenia’'s study of the law is an abetraction made froe the compar 
@ajer categories in terms of their growth fate. What Lenin expounded 
rate of the weane of production, Quite different from Lenin's 
so-called law of guarantee of the @eans of subsistence deals wi 
by the @eane of eubsistence in the process of fredvetion, The 
totally different approaches for their bases, former relates 
fate, While the latter indicates fumetion, The two cannot be j 
regarded as “concomitant laws of reproduetion.” If investigation is 
iatrineic felations in regard to the “wutual stimulation and @utual rest 
between @eane of Production and qeans of subsistence, then 
Dai, it ie duely justifiable te coin « law of 

on the grownde of the restrictive rele that 
@eans of subsistence, Obviowsly thie te 
equations in Mars’s “Das Kapital,” as 
is larger than LIC (% divided by © here 
needed by the expansion of reproduction 
ean then be realized. Wher 
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the meane of subsistence 
revealed by the “Economic Statiet 
(Chingehi Taopao 4642 3444 1418 1032) 
with the industrial production indes 
means of production and means of 

The production indes for Britich industry in 
the indes fer the means of subsietence in 197 
industry by > bie ‘eed. This indicates that the ” 
subsistence” is set « “concomitant” of the law of fastest 
Pt adect ion. 


Comrade Dei’s intention in putting forth the “law of guarentee of the geans of 
subsistence” is te rewea’ the role played by the qeans of subst in the 

precess of reproduction, aad te eall people's attention t 

et sdection ef the same of subsistence. However, an epproach confined to analyses 
devoted te its restrictive effeete on the geans of production alone is far from 
adequate. it show!’ be realiged that the reproduction procese of any society is 

fe ant to sehiewe the em of pro@ecing Gere means of subsietence in order to 

people with « gere ample supply of consumer goods. The very existence of the 

prodect ioe seeter of the geane of production in 4 society, in the final anaiyeis, 

ie for the purpese of producing the secessary geans of subsicteece. The aia of 
-epitelist pre@ection ic for the realigation of profite and comewsption in seeded 

» spiteliem emly im so far ae realisation of profite ie warranted. Vithowt this 
-oslderation, comeamption is of ae significance to capitalien. tn epite of ail 
thie, the capitali-te whe are ramming the qeans of production cannot afford te forege 
owe ettention te their @arket, that ie the demand for the geans of production 
otigineting from the secter pro@wcing the qeans of subsietenre. As to the aarket 

fot the Seetot Pro@ecing the geane of eubsistence, it ic dependent on the real 

per hesing power of the worbers end other leborere if relation to conswrer goods. 
Therefore, it fellows thet in so far as the function of the two major categories 














in the feprecuet ion preeess of the entire society is coneerned, even in capitaliat 
aecleties, eategory | serves category ti, let alone soetaliat society in whieh the 
ain of preduetion ie te geet the ever proving material and cultural neede of the 
@asses of people, and the preduetion of any sector @uet be subservient te this 
purpose, Consequentiy, te regerd the aeans of subsietenee only in ite capacity a 
ah important facto: guaranteeing the production of the meane of production is aot 
doing justice te its significance, Preduction of the means of subsistence is not 
only af important factor indiapensable for the realisation of reproduction fer both 
eotegeries | and Tl, it te alee the very starting point and ultimate end of produce 
tien in category |, Category | is here, because it ie seeded te produce the means 
Of subsietence and ite growth follows the inerease in demand for the latter, if 
separated from the oeede of category || and developed in isolation, category | 

will have #e viability and will be doomed te die out. The se-ealled law of 
guerantee of production of the aeane of subsistence faile te show the rele played 
by category ii in the process of repreduetion. 


Ae to the wording of the term “guarantee,” taken prima facie, it implies imposition 
of obligations onto the subjective behavior of people, suggest the assured 
accomplishment of taske by certain parties and the degree of ity to be assured. 
Te generalize the law by the tere “guarantee” just dees not make sense, te it 
conceivable that the objective process of economic govement can guarantee ite own 
Objective movement” fo begin with, the growth of the @eane of production is 
conditioned and restricted by the law of the means of subsistence, A presentation 
like thie is @ good one, a8 the comditioning and restriction gentioned here are 
objective. If they are replaced by guarantees, thie is sothing sore than trying 
to be clewer and winding ap with blunders, imposing subjective will onto an objer- 
tive lew. 


te summarize, | an of the opinion that the “law of guarantee of production of the 
means of cubsictence” is + sienomer and umecientific, amd it has no basic. Mere 

did set aame lawe when he studied the capitaliet economy. instead he made ecient ific 
tevelations of the inner and intrinsic relatiuons among economic phenomena and 
expounded on the law of their dewelopaent. Such aethodology siso applies to study 
of the socialist economy. 


>. “Yake Seeel ae the Kew Link” te Sot tame Prom Criticten 


Comrede Dai aakes the assertion in hie article that by Lenin's principle of the 
fastest growth of the means of production “the development of heavy industry ic 
given priority and stee. production is made the bey link te set in aotion the 
development of a1] other lodwetries and trades. “Steel and other heavy industry 
Products are taker s+ the major indicators to airror the extent of industrial iza- 
tion. if these 40 oct frum counter te the requirements of proportionate development , 
acte such 26 these showld sot incite blame by thenselwee.” To be apre outepoken, 
thet is te say that the euideline of “taking steel ae the bey link” ic in conformity 
with the requirements of objective laws aad showld incite so criticien. The 
problem thet hewe carged recentiy sre @ue to deviations @ade in implementing the 
policy end sot due to errors in the policy iteeif. ts a opinion, this argument 
does sot hold ap. ‘wen if we spare discussion in regard to the question of whether 
Of Set fastest growth of the geanse of production constitutes an absolute law and 
take the esoumptior that this is 4 correet aajer premise, still so conclusion 

oan be drawn from thie to the effect that for industrial production eteel] should 

be taken a6 the bey | ink, 


67 








in the opinion ef Lenin, the law of fastest growth of the means of production 
“demands a quick developmen! of coal and steel production which are means of 
prodvetion fer the production of the aeane of production.” ("Complete Works of 
Lenin,” “On the BewCalled Market Problems,” Vol 1, p 88) Were coal and steel were 
put side by side by Lenin, ae both are indispensable elements for development of 
the gachine building industry, After the Oeteber Revolution, Lenin put forth 
another slogan! “Communise comprises two things, the Soviet and national 
electrification,” We took electrification as the “teehnolog base for modern 
industry” ("Geleeted Works of Lenin,” "Werk Report of People’s Comittee, Vol 4, 

p 199) in an attempt te set in motion the development of the sational economy by 
electrification, But Lenin did not simply sum up the law of fastest growth of 

the @eane of production a8 consisting of priority growth of the steel industry. 

By 1925 Stalin had given undue emphasic to the development of the wetal industry. 
We said: “The metal industry constitutes the chief basie for a1! industries, 
Vithowt prosperous development of the metal industry, it is impossible for light 
industry, the traneportation and fuel industry, electrification and agriculture to 
gain @ foothold, Therefore, development of the metal industry is the basis of 
industrial development ae 4 whole and is the foundation fer the development of the 
whole sational economy.” ("Complete Works of Stalin,” “Work Report of the 14th 
Assembly of Delegates of the Communist Party (Bolshevik) of Russia,” Vol 7, p 110) 
With the international situation that the Soviet Union was facing, it was quite 
necessary to speed up development of the steel industry. However, it would be 
vrong to teke stee! industry in absolute terme exaggerating ite role and position 
in the national economy. The reason for thie is quite simple: the internal 
relations withie an industry and the interrelations among industries are charac- 
terieed by their interdependence and interaction. Without steel, there will be 

fo machinery. With steel, machinery is there; with eteel, coal, electricity, 
petroleum and transportation by land, sea and air, everything will be found to be 
feasible. Howewer, thie is enly one perspective of the situation. The other side 
of the picture may be 4 lack of coal and electricity, congested transportation 
traffic, and the lagging behind of steel production. And there could be no rolling 
@ille to complete « set of production facilities te turn steel ingots into steel 
products. if 4 getaphysical fashion, the guideline of “taking steel as the key 
link” pute steel production in — diametrically opposite position vie-a-vise the other 
economic sectors, ignoring their restraining actions and thus inevitably severe 
the immer relations amone the various sectors of industrial production, and destroys 
the rational iaper structure of industry as well as the inner balance of industrial 
preduction. 





in Lenin's anelyseic of the capital reproduction of society, foreign trade was 
excluded. Comrade Oeil ic aware of this, but auch to ay regret in hie etudy of the 
guideline of “taking stee! a6 the key link” he forgets about it. With the assump- 
tion of the abeence of foreign trade, in order to replace manual labor by machines 
the deweloprent of the steel industry must be quickened so that the seans of 
production ceded Jomestically fer the production of the @eans of production 
themecives may be produced. ie theoretical study, analysie as such can be practiced, 
aed in actual life there could be times of an exceptional nature during which the 
fations!l economy suffers external economic blockade. But in normal times, this is 
aot so. Sow we are living in an epoch with fully developed commodity production 
and exchange. ft can be eaid that our world ic 4 world of commodities. in the 
case of an individusl country, where exactiy lies the focal point of economic 
development” It ic imperative te proceed from domestic resiity, to give play to 








the comparative advantages and to be serious about economic results, Blind and 
unduly persistent development of the steel industry is te be aveided, from the 
macroeconomic viewpoint, we can see that gore development of the production of the 
meene of subsistence would yield the best economic results. in this case, there 

is fo reason why the growth fate ef category Il should net be accelerated and steel 
and ether means of production should net be procured to meet domestic needs by 
exchanging textile and light industry goods and handicraft products for them, 

Even in the economic gode! granting fastest growth of the means of production, 
there are structural probleme in respect to the seans of production themeelves 
which do not neeesearily justify an economic structure centered on steel, Ase the 
situation in our country indicates, the development of the steel industry does not 
prove to be te our advantage. In epite of the fact that our iron deposite are 
known to be 44 billion tens, second only te the Seviet Union and Brazil and ranking 
third in the world, 87 percent is low grade ore with an iron content of only 
percent and high grade ore with an iron content of SW percent constitutes only 

1} percent of total deposite with only 4.2 percent suitable for immediate blast 
furnace usage. Moreover, high grade ores are scattered 411 around, making it 
difficult for centralized exeavation. Te aake things worse, since ore wining 
construction is in « backward stage, the supply of iron ores is short of demand, 
with regard to the present 10 iron and steel bases, 6 fall short of self-sufficiency 
and of the 28 provinces, mumicipalities and autonomous regions that produce iron, 
16 are short of iron ore supply. Consequentiy, close to 10 willion tone of iron 
ore have to be imported. in addition to this, our iron and steel production are 

of a high consumption rate. As shown by statistics, in 1976 energy consumption 

per ton of steel making in Japan is 0.8 tone, that of the United States 1.0) tons. 
For our major steel-making enterprises, the 1978 standard coal consumption per ton 
of steel produced was 1.85 tons. In terms of comparable energy consumption, it 
came to 1.4 tons exceeding that of Japan and the United States by 40 to 80 percent. 
As 4 result, owr iron and steel production has a high cost of production and poor 
economic efficiency with gany enterprises suffering losses. On the contrary, the 
reserves of our nonferrous metal deposits, rare and rare-earth deposite and some 
nonmetal mineral deposits, are in the front rank of the world, —— 
specialities and comparative advantages of our sineral resources. We d give 
more play to these specialties and advantages, produce more nonferrous setals and 
exchange them for steel products. Compared to developing the steel industry, this 
is such sore to our advantage. If we only reduce the size of ovr iron and steel 
industry by 4 emall portion and divert some capital and energy resources to the 
deve lopment of our advantageous products, we shall have euch greater economic 
streneth and « such @ore eaple supply of iron and steel. To organ’ te our economy, 
we should resort to such measures of balancing our disadvantages with our advantages. 
in a commodity economy, to abide by the Law of fastest growth of the ageanse of 
production does mot mean that every country should develop ite iron and steel 
industry without pre-onditions and etill less should they put iron and steel before 
anything elee. Of course, it goes without saying that a6 4 sovereign state, ve 
should hold the economic lifelines in our own hands and take the precaution not 

to be dependent on foreign countries in every reepect. for certain strategic 
sectors, it is justifiable to have undertakings at higher costs. However, we should 
never interpret the law of fastest growth of the means of production in terms of 
natural economic thinking and take the road of self-sufficiency. 


Steel production is an important indicator showing the degree of industrisalization 
of 4 country. NSewertheless, it isn't the sole indicator. There are sumerous 
indicators for the measurement of a country's economic strength. Aside froe 











indicators of industrial and sgricultural preduets, may be @entioned the per 

capita GNP, mations! income, social labor predwetivity, and ee ferth, Ase far ae 
Stee! produetion is coneermed, the Soviet Unies takes the tap place with preduetion 
reaching 146,67 @iilion tenes in 1977, surpass U.8. predvetion by 26 percent, 
However, in the same year, the Sewlet national was only 67 pereent of that 
of the United States and social labor productivity steed at only 40 percent of the 
United States, ("Werld Heonemic Almanac,” 1979) Our steel production in 1978 
registered the mark of 4.48 eillien tone aad ranked fifth in 

surpaseed that of France, Italy, and the United Kingdow by « 
but in comarieen with these countries eur ladustrialization still 
considerably. fwidentiy, iron and steel a6 an indicator 
economic strength of « cowmtry., in the case of steel iteelf, aside from 
production indicator, there are quality, variety and specification 
to mention the various economic efficiency indicators, Teking steel output alone 
does not demonstrate the standard of our country’s iron 
Ae our high quality steel comprises eniy a email 
tion and some of the warieties and specifications of our 
tally with market demand, thie results in everstecking 
ignote and products and their inability te bring 
Out eresen. iron and steel indicators de net 
steodard that our industry hae attained. 
development of the raw meterial industry. 
and plastice are increasing at 4 good pace. 
are increasing in ousber, Consequentiy, the 
relatively. Take Japan for example: 
(including those used in civil engineer 
a decrease of W percent compared with 
by statistics, the USSR steel consumption 
tons in terme of the requirements of the etemdard consumption set 
the Soviet growth rate of steel planned production wil! 

} te 1.5 percent, even lower than the present planned growth i 
Conversely, the plastics industry is making rapid deve 
States for example: while steel production in 1970 and 
million tens respectively, regietering 4 decrease of 
plastics imereased ‘rom 9.87 sillion toms in 1971 i, 
showing @ rate of growth of 16.) percent. This shows us that with 
of science and technology, the etructure of materials consumed 
Civen 4 specific period of time, the demand for steel hee ite | 
ho feacon whatsoever to endorse the viewpoint that steel brings 
with its constant increase in production, thereby lisitiess growth 
tior showld be emdoreed. Of course, the per capite production of owt country ic 
still pitifully lew, aad the iron and steel industry ic awaiting further growth. 
Nevertheless, to act in accordance with the guideline of “taking steel as the 

key link,” petting steel production abowe 411 ether indicators and making 411 other 
sectors frotate around it as the hub wiclates the dictates of the law of fastest 
etrowth of the geans of productica. 
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the damage caused by the gui® ‘se of “taking steel as the bey link” has been 
vitneseed by every ome of «=. This showld in ao way be regarded ae 4 deviation in 
the implementation of policies. inetead it ie « cardinal eietake involwed in 
guiding policies. The purpose of this article in taking uw thie prod’ ‘#2 
discussion with Comrade Dai Yueechen is to attempt an analysis of thie wideline 

in theoretical terme and to make clear wherein lies the fallacy in respect to the 
guideline of “taking steel os the key link,” to leare 4 lesson from this bitter 
experience and te rectify this aietake in the reform and readjustment of our sat ional 


economy . 
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BCONOMTC PLANING 


ANHUT'S EXPERIENCE IN FIXING OUTPUT QuoTAS 
WK160320 Beijing JINGJT GUANLI in Chinese Wo 2, 15 Feb 81 pp i -25 


[Article by Me Biao (7456 7516): “Investigations on Fixing Output Quotas for 
Individual Households in Anhui's Rural Areas"~-elantlines denote boldface] 


[Text] Does fixing output quotes for individual households, which ie one of the 
agricultural production responsibility eyetemse, reflect the socialist orientation? 
No dowbt there ie disagreement about the anewer to thie quest 
and October 1980 | visited some areas in Anhui Province to inves 
gence, results, nature and prospects of the eystes of fixing 
individual households. The following are ay iapressions and 
system. 





Anhui is one of the prowinces that have popularized the systee of fixing output 
quotas for individual households. Statistics of October 1980 show that of the 
fore than 420,000 production teame in the province, gore than 170,000 have assigned 
the production of 41! crops to individual households, representing 41.6 percent 

of the total qumber of production teams in the province. More than 30,000 pro- 
du tion teams that aske up 7 } percent of the total have assigned part of their 

‘ © production quotas to individual howseholds. These two categories of produc- 
tien teams aake up 44.9 percent of the total. According to cadres in the pro- 
vincial party committee, the abowe figure is sot complete, actually it should 

be about 69 percent. 


People will as 4 consequence ask: Why has it been possible for the system of 
fixing output quotas for individual households tu spread and develop at the present 
Stage when our agricultural collectivization has been realized as early as 2 
decades ago’ I! think some comrades in the province have answered this question 
wery well when they said that the introduction of fixing output quotas for indi- 
vidual households is 4 denial of leftist ideology and the leftist line in our 

work in rural areas. tt is aleo 4 denial by some peasants of subjectivice in 
eviding production as well as of equalitarianisa in distribution. 


The collective economy is the necessary foundation for the modernization of our 
aericulture. tt has been proved by the development of our agriculture over the 
past 2 decades and gore that the advantages of this economy are incomparable with 
individual economy. Anhui Province sow has various fare aachinery with 4 total 
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of over 8 million horsepower While ite acreage under mechanical and electrical 
irrigation makes up 55 percent of ite total irrigated areas. The acreage under 
mechanical cultivation gakes up Ji.) percent of the total cultivated areas. The 
processing of farm products has been basically mechanized of semimechanized, 
Thies oe See the ortentation of the collective economy is correct and it gust 
be maintained. 


Yet we gust understand that the material and technical foundation of our agri- 
cultural collective economy is still weak and the development of thie foundation 
is unbalanced. As 4 result of the influence of leftiet ideology and the leftiet 
line in the work in rural areas in particular, peasants’ socialiat initiative 
has been suppressed and collectivisation hae net been able to fully display ite 
role. Por example, there are quite a oumber of the people's communes and produc- 
tion teams inthe province that have failed to make @uch progress since agricul - 
tural cooperation. Per capita income in these people's communes and production 
teams is on the average of only about 40 yuan; the figure for some people's 
communes ond production teams is even lower than the period prior to agricultural 
cooperation. As 4 result, peasante do not even have enough to eat and wear, let 
alone to maintain simple reproduction. It is often that the peasante “eat resold 
grain and depend on loans for production and on relief for their livelihood.” 


Comrades in Anhui Province said that the former management fore in the provincial 
rural areas suppressed peasants’ initiative in three aspects. First, the system 
of integrating government administration with commune management resulted in 
forcible administrative economic measures, blind guidance and forcible orders 
which paved the way for equalitarianiem and indiscriminate transfer of resources. 
Second, there was no responsibility evetem to couple with “collective” production 
by the production teams which are production units and this situation has resulted 
in enforced idleness and the wasting of labor power. Third, the implementation 
of the distribution form of evaluating work and alloting workpoints created 
equalitarianies. These three probleme are very common and they are even sore 
serious in the people's communes and production teams that have remained backward 
for long periods. 


Following the downfall of the “gang of four,” peasants in backward people's 
communes and produ tion teams have demanded the elimination of “common poverty” 
and they hoped to find « new vay of getting rid of powerty. As early ae during 
the 3} diffiewlt yerrs, the syster of “responsibility fields” which was in fact 
the system of fixing owtput quotas for individual households was implemented 
throughout the province. Due to this system, che collective econosy which was 
then in difficulty was soon rehabilitated. Peasante alec learned from their 
experiences in 197% when they achieved good harvests irrespective of satural 
calamities. In 1978, the province was hit by serious drought, the likes of which 
had never been experienced in the past 10 decades. During this period, some back- 
ward production teams openly or covertly carried owt the systems of fixing output 
quotas for individual households. As 4 result, with their enthusiase aroused, 
peasants won their battle against natural disastere and they wrested good harvests. 


Following the 34 plenary session of the Party Central Committee, the Anhui Pro- 
vincial Party Committee encouraged the broad gasses of cadres and peasants in the 
agticultural production line to emancipate their einds and be bold in exploring 
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few ways, lt alee proposed that in remote hilly regions that had long been subject 
to poverty and where people's livelihood was extremely poor, the system of fixing 
output quotas for individual households may be employed by the production teams. 
With thie proposal, the system has since been carried out openly by some produc- 
tion teams to rapidly change their backward situations. In some regions, the 
system of fixing output quotas for individual households has become the only 
agricultural production responsibility system in effect. The number of the 
production teame in Livan, Guehen, Wuwei and Peixi prefectures that employ the 
system of fixing output quotas for individual households now makes up 90 to 97 
pereent of the total number of the producti 1 teams in each of the prefectures. 
The people's communes and production teams that do not employ this production 
system are mainly those situated in the regions with many waterways that are 
producing rice, suburban regions and hilly regions that are producing lumber and 
tea and those with better economic conditions. Consequently, the system of fixing 
output quotas for individual householde that has proved effective in overcoming 
difficulties and in getting rid of poverty has developed rapidly as one of the 
production responsibility systems. 





There are many ways of fixing output quotas for individual households but to sum 
up there are two @ajor ways: 


One way is to assign farmland (411 or most) to individual households with fixed 
output quotas, work and cost as well as awarde for overfulfilleent or punishment 
for sonfulfill@ent of the task. Thies way is also coupled with unified planning, 
uni ' accounting and unified distribution. 


The o.ser way is to assign farmland (all of gost) to individual households hat 
are responsible only for fulfilling production output quotas, fulfilling the task 
of selling grain to the estate and fulfilling retention for the collective and 
social welfare funde while the rest are at the disposal of commune members then- 
selves. Thies form called “fixing job quotas for individual households.” 


Practice has proved that the system of fixing output quotas for individual house- 
holds is advantageous to the state, collective and individuals and is applicable 
to the production lewel of those people's communes and production teams that have 
long been subject to backwardness. It is in line with the desire of the broad 
masees of cadres and peasants and is generally welcomed. 


Take Gughen Prefecture for example. Thies prefecture is situated in the Huaibai 
Plain. tt was set up in 1965 and it is 4 remote region bordering the four pre- 
fectures of Suxian. Husiyuan, Wuhe and Lingbi. For quite a long period following 
its formation, this prefecture depended on resold grain, on loans for production 
aed on relief for their livelihood. In 1979, it began to popularize the systes 
of fixing output quotas for individual households. In the same year, it recorded 
on alltime high in total output, per unit output, selling grain to the state, 
income of commune members and collective retention (for reserve and welfare funds 
and other deductions). In the autuan of the same year, the prefecture was hit 

by natural calamities and the output on 9,000 au of farmland was decreased. 
Nevertheless, total erain output was 46.8 percent higher than 1976. As 4 result, 
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thie prefecture fulfilled grain selling quotas for 2? and 1/2 years in 1979 alone. 
Total output of edible of] crops was 22.7 percent higher than 1978 which was the 
equivalent of fulfilling the state purchasing quotas for 8 years and more. The 
amount of grain for per capita was on the average of 48 percent higher than 1978 
while on the average income increased by 37 percent. 


Some people were of the opirion that since our country is politically etable and 
centralized economic policies have been relaxed, agricultural output can be 
increased without employing the system of fixing output quotas for individual 
households. But related reference materials have shown that the regions they 
have introduced the system of fixing output quotas for individual households 
have made quite different achievements from those with the same backwardness 

but do not employ this system. 


Take the situation of the Caihu Production Brigade of the Liuji people's commune 
in Guehen Prefecture for example. This production brigade is composed of 10 
production teams. In 1979, five production teams began to assign the production 
output quotas for crops that need no stone rollere (the crops that do not require 
rollers in threshing such as corn, potatoes, peanuts and industrial crops) to 
individual households. As a result, each commune member of these production teams 
on the average overfulfilled summer grain output quotas by 1,000 jin. The output 
of autumn crops was 71.9 percent higher than 1978; industrial crops increased by 
108 percent and the output of peanuts increased to 200 to 300 jin per au. ‘wt 

the situation of the other five production teams that did not employ the system 
of fixing output quotas for individual households was quite different. Each 
commune member of these production teams on the average overfulfilled summer 

grain output quotas by 800 jin. Autumn grain increased by 5@.8 percent; output 

of industrial crops decreased by 1 percent and the output of peanuts was less than 
100 jin per au. This situation proved that the system of fixing output quotas for 
individual households can achieve better economic results when it is employed by 
the people's communes and production teams that have long been subject to back- 
wardness. 


Way is it that the system of fixing output quotas for individual households able 
to arise the enthusiase of peasants’ Comrade in Anhui Province answered this 
question from the following pointe: 


//Piret, thie eyetes is in a better position to demonstrate the p.inciple of 
distribution according to work.// In the past, when work was being evaluated 

to determine workpoints it often resulted in quarrels and caused peasants to 
become slack in their work. Now the individual households that are responsible 
for production output quotas not only have their rational share in distribution 
but they ere also in 4 position to keep for themselves all the products that are 
left behind after «ll the quotas have been wet. Therefore with harder work they 
will get gore benefits and consequently they will display their initiative. 


//Second, this system helps to effectively check blind instructions and realize 
democratic management of people's communes.// In the past, cadres were only 
responsible for state planning and those orders from higher authorities and they 
carried out their management too loosely, too sinutely and too rigidly, only to 
suppress the enthusias@ of peasants. But now the commune members are responsible 
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economically for the quality of their products and they have the right to oppose 
blind inetructions, in this way they will be able to achieve maximum resu! te 
with minimum pay (cost and labor) required to ensure increases in output. 


//Third, this system effectively resists such malpractices as eqvalitarianienm 
and indiscriminate transfer of resources and taking more than or share. // 
Equalitarianiem and indiscriminate transfer of resources and tak... more than 
one's share were very common in the past and put an additional heavy burden on 
peasants and hampered their initiative. Now with the system of fixing output 
quotas for individual households it is impossible to practice equalitarianiem 
and indiscriminately transfer the products that are left over after fulfilling 
quotas. Commune members know the production quotas they are responsible for, 
therefore with the exception of meeting purchasing quotas and retention for the 
collective, it is difficult to engage in equalitarianiem, to indiscriminately 
transfer resources and to make more than one's share. 





//Fourth, this system effectively promotes economic accounting in agricultural 
production and reduces cost.// Serious waste in the collective economy, heavy 
spending and high cost were common in the past. But now with definite responsi- 
bility in farmwork, peasants are able to carry out their work according to specific 
conditions; they are flexible in their work and very careful in calculating their 


spending. 


//Fiftth, this system helps effectively raise labor productivity so that peasants 
have time to develop household sideline production.// In thie way, each laborer 
is able to increase his labor output and cash income. 


Much work has been done in some regions in the province to improve the responsi- 
bility system of fixing output quotas for individual households and some experi- 
ences have been accumulated. These experiences are: 


//Piret, the organization of production teams must be maintained.// According 
to the experiences of Liuan and other prefectures, the production teams that 
represent the mainstay of the collective economy still have much work to do 
following the introduction of the system of fixing output quotas for individual 
households. This work includes signing contracts with individual households and 
supervising the implementation of these contracts; doing a good job in ideological 
and political work to readjust the relations of various aspects; arranging labor 
for collective work and organizing various farmwork; popularizing agricultural 
sciences and technology and helping individual households in scientific farming; 
developing diversified economy and various sideline production and creating 
romditions for the formation of joint production by specialized teams which 
receive payment. To enable cadres or production teams do their work well, 
leaders of production teams and accountants must be assigned less production out- 
put quotas and subsidies gust be given to make up for the workpoints they will 
not receive #o a8 to gaintain their income. The setting up of training courses 
for cadres of production teams to help them improve their management level aust 
be encouraged. Leading bodies of production teams gust be kept stable and any 
member of these bodies who is incapable must be replaced. 
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//Seeond, farmland must be gradually contracted according to the labor force,// 
Some production teams in Wuwel and other prefectures have met with some contra- 
dictions in contracting farmland according to average per capita. Some households 
with many members but less labor force have failed to fulfill their production 
quotas on the farmland they have contracted; on the other hand, some other house= 
hoids with less members but stronger labor force have found that they do not have 
enough work to do on the land they have contracted and thie situation is not 
advantageous to tapping land and labor force potentialities. Recently, many 
production teams, with approval from the majority of the masses and in the inter- 
est of the production teams themselves, have resorted to the method of “keeping 
the middle unchanged and readjusting the "wo ends” in gradually changing the above 
situations, 


//Vyied, the collective means of production gust be managed well.// First of all, 
fary cattle and tools @ust be managed and used in a good way. In this respect, 
some production teams in Liuan Prefecture have used the following method: The 
rights of preduction are in the hand of production teams. Cattle is fixediy 
assigned to groups and particular persons are assignee to breeding and using the 
animals that are coupled with plows and other tools. The prices of the tools 
are fixed according to their depreciation. Those who are responsible may be 
awarded ot punished according to the quality of their work. In this way, the 
contradictions between the management and use of farm cattle and tools can be 
solved quite satisfactorily. Secondly, farm gachinery gust be managed and used 
well. There are two effective methods. One is that fare sachine-y is put under 
unified management and used by the production teams. Individual households are 
responsible for maintenance and fuel costs and wages for operators and the amount 
of all these depends on the acreage each household is responsible for. Revenue 
and expenditure are under the unified management of the production teams. Another 
method is to assign people to be specialized in managing aachinery after it is 
valued. Production teams will have certain retention for accumulation while the 
rest of the income and expenditure are at disposal of the operators themselves. 
In order to strengthen management of tractors, some production teams have decided 
that tractors can only be used ir farmwork during the busy farming seasons but 
they can be used in transportation during slack seasons vith any damages being 
assessed to drivers on the basis of the va’ue of the tractors. 


//Pourth, special and proper care gust be given to dependents of martyrs and 
armymen families and member households with difficulties.// The yuanniu production 
team of Feixi Prefecture mainly does this work in the following ways: 1) Prefer- 
ential workpoints are given to the dependents of martyrs, argym@en, demobilized 
armymen and disabled armymen families. 2) The dependents of armymen, martyrs, 
cadres and staff and sembers of households with difficulties can be assigned a 
certain amount of farmland according to the situation of each household's labor 
force. Those which lack the labor force receive grain rations from the produc- 
tion teams. 3) Large-scale farmwork is unifiedly arranged by the production 
teams; the labor force for such work is gade up of those who are not assigned 
with the responsibility for output quotas or from the masses organized by the 
production teams. 4) Preference is given with regard to chemical fertilizer, 
pesticide and loans. 
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//The toerth @eubt be Ghat whl) the evetem affect the development of the enter= 
piieee fan by © eple's commenee end production team’ // 


This worry be ehheceseery. Pellewiag the tetreduction ef the evetem, ieber pre 
Swetivily Ree been generally tnereeeed te fore « eurpiue eaticulturel leber feree 
thet become the Genpewer fo dewelops ey With Loereseee be agrt> 
eultatel output ef4 peseente| leooms, one atl Ge ence tents fot developing 
enlerptioes end Proteting the development of egticulturel end eideline producte 
Pio emelne Le@uetiy « Sletletice of the bufeee of the enterprices fun by people's 
— tiem (eeme 16 Pelel Prefecture show thet the rewenue of euch 
enierptiogs ft wt the prefecture in 1979 wee 3] percent higher then 1978 
one the Gumber of workers ineressed by 590. Sisiler situations can be found te 
Heme other plecee thet hewe latredwced the evetem of fisine output quetee fer 
le@ividus! heweehe i de. 





Thereiore if can be seen ender the situation in shiek the socteliet aerieulture! 
colle tive econem ie 18 © cupefic® petition, the taplementetion ef the production 
feapomeibility of (laine cutpet quotes dee8 wet feeult in departing from the 

oo leliet track, bet selene the danger of the festoration of capitalicn. 


ae ome of the e@Fft: altere!l Pre@eetion feeponsibility e»eteme, the fising of output 
quetee fer ladividee! Reweehetde of!) set remeia forewer end thie can be seen if 
ptectice in some people's «ommeReS ef¢ production teams if the prewince. ft te 
» & er amr ondli lone! fer ia@ividus! hewseholde te increase output end lecom 
through the system of fisting output quotee fer individual households The 
Puivere people's comune ifn Vicheng Prefecture ie situated in + water setwort 
ares thet i¢ preduriag erain and coteon. All of the 231 pre@uetion team ie this 
people's «ommene Rove alread) introduced the system of fisine output quotes for 
iedividus! Rowteheide Gettos output ie thie people's commune can etil!l be 
ieefessed; bet fer eit erate output hes siready reached ower 1,000 jin and it 

ic Gi fficelt te mete @ further inerease according te present technical conditions. 
Therefore they aalely Bewe Feserted to the rational ese of the labor force and 
eoeeeed is Giwerei’ied eoomeen ie 2 bid te imeresse labor productivity ané@ the 
‘oom °° peeeente The way for ferther development of such people's communes 
ond preo@e tiem teate ie te form weriouws specialised team: end groupe in line with 
tie lotmeRds 16 ope lali¢etionr ea@ coréinetion Peseent households aay be reepoe- 
sible for either ere@ectios ef araie oF cettes of for fisheries of poultry pre- 
Section, te thie wep, the fPeepeneibility evyetes for fising cutput  wotas for 
iadividwe!l Heute: de mew be @radually transformed ift> fe @omeIbi lity syetem 

of epecielire? e18t Prodection Ghick feceive payment «a thie reeponsibi lity 
evete® Ree ei feed) Seer employed by about 3,809 production teams in the province. 
& 856 Selet, it cam be Seid Chet the epetes of ising cutpet quotes for ingi- 
vi@ue. Sweebholde ie the Basic for epecializstion and division of labor. There- 
fere with the éeve opment of sericultere! production, the sericeltural production 
feepomeibi lity eweteme will cemetamtiy be developed and perfected. At the same 
time, the @enegement syeten of sgricultural collective economy may break through 
the transitional potters of stages from pro@uction teams to prodgurtion brigades 
and thee te peop © © communes te fore watiow: production forge of united economic 
bodies end 21] theee are in the interest of realizing the godernization of our 
agricultural produ tion 
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lArticote W Lie 1765) 6969 5146) of the Lieening Acedeey of Pimenee and 
teonomicoe: “Pereiet i leeuwine Corremey if Line With beememic Principles” | 


[Teet) tm feaeli¢ing the four gederniestions, we gust pereiet ie carrying out the 
peliey Of Stebilieing ericee an@ fimemeee ant weet try te aweid tefietion, A 
stable curren) (feemiabi in the case of out country) ent eermel cerrener citce 
jetion are the prerequieitese fer « planned ent propertionsete dewelapment of the 
tions! economy, « steady laprowement ie the aeteria! end cultural liwee of the 
people en@ ensuring the Stability and apity of cur country. The beP te ensuring 
* sortel currency «irceletion eat stable currency wealue te pereistenre if leeu ing 
ourreney if lime wit ecomemic pr ine’ ples 


; we feeemtialiv Different Trees of (erreney leeuence 


The iseuemee of cerferes Hee twe differeet aatures riret, curremey 16 leeued in 

* planned way threes) credit chammele to aeet the gGemende of the eévaence if produc: 
tien ead empaension of commodity circulation. An teeuenre of thie aeteure te in 

lime with economic principles te seticefy the abjective seede of econemic deve lopaent 
for curreney, Seeond, curreney i¢ isewed fer fimeneial purposes te aebe a @ 
fimeme ial deficit resulting from en inbelance of rewesue eat expenditure. he 
chefecteticetic of thie tied of ieeuenee of curreney ic thet currency ie Get iceued 
to meet the sorme! seede of economic éevelopment  Coneequentiy. 26 emreecive amount 
of cerremey will imewttebiy be leeuwed These two types of curres  teeuame ¢iffer 
‘ron eaeh other in that 


i) he Swrpeeee for whic’) ic iseued are 4if ferent Wher 
curren, te isewet 18 line with economic prigeiples, it if because of the atvenre 
in pro@ettiorn ea@ «speneioe of commodity cifreuletion, which im ture imerescee the 
oblective weed for currence) #6 @ general equivalent. tf the iseuamee of currency 
ie Sot imereased accordéingiy, the cifeuletion preceee will be hingered, imevitabiy 
affecting the emmeoethmecs of the entire epertruam of economic sctiwvit ics Thetefore 
the purpoee of thie tind of currency leeusnce ic te support and proemete progurt ion, 
sctivete the aaertet sed eproewe the life of the people Howewet. the ieeusmre 

fot finamcial purposes ic different Ween currency ieeued, it i6¢ because 
there hae beer af ithelance if fewrotue end eupenditure, reeuliting in 4 deficit and 
Sebtie, en@ there i¢ G© other alterna ive bet te eforpt thie aethed te pay off the 
Sebte for the time be ine. 











2) One conforms te the lawe of curreney cifeulation and the other dees fet, 
lesuina currency be line with esonomic primeiples ie te eull objective needs, 
Accovrdlmaly Lt conforms to the lawe of currency clreuietion, th ether words, the 
ehount of curremey if cifeuletion on the @arket should confor te the amount needed 
for commodity Cifeuletion, teeusnee of curreney of thie kind .an ensure « normal 
eiveulation of currency in the @arket a8 well ae the stability ef currency, tut 
the oilustion with the leeuenee of curremey for financial purposes te different, 

in tbe eae Curfeney ie Get beeued te sult the objective seeds of eoonomic 
development, bul te forcibly imposed on the circulation field by the state, 
However, onee the curremey te tn the cireulation field, there will be ne wore 

of (hte compelling force, “Onee under the control ef cireulation, « walue syabei 
oF paper curreney will be subject te the internal lewe of cireulation.” ("Colleeted 
Werke of Mage jes: A Critique of Pelities! teonemy,” Vol 1), pp 109-110) 
Luttemer fet w the clreulation field will become redundant, contrary te the 
objective demand of the law of currency cifeulation, hence affecting the stability 
of tinenee and prices, 


») The chanmele thr seh which ecwrreney te ieeved are different, lteeuance in line 
vith economic Prime iples te deme throwh credit chanmele. There are several 
ohatecterietios, First, (¢ te guaranteed by commodities and seteriale and supporte 
enlarged development of production through erenting credite te create more sor ial 
wealth, Seeond, it extends credite, pute curreney inte circulation and controle 
goode end meteriale. Alee there ic «4 close isteeration of some, end commodity ae 
@eods and materiales are seid, loans recalled and currency withdrawn from cireule- 
tien. Third, currenes cireulation ie suited te the circulation ef commodities. 
hie fet only eneures @ sormal circulation of currency, but alee stabilises the 
W value. Howewer, it ic @ifferent from the ieeuance of currency for financial 
purposes, in thie «ase, currency set required by the -irculation field is obtained 
through direct bent owerdrafte and directiy put inte circulation by administrative 
Meecutes, causing > redundant amount of currency to be in circuletion, 


+) There are different comeequences. As an inevitebie result of iseuing currency 
in lime with eoomenic prise iples, the ecomomy will dewelop, the market will prosper, 
Prices will be ctable and the life of the people will improve, promoting stability 
and mity, Gp the other Rend, ieeuine currency for financial purposes wil! 
ipwetiebly put 4 redundant amount of curremey inte the circulation field, Then 
depreciation of the correney and fluctuation of the prices will fellow, affecting 
the foleime of the ectual living etendard of the people ané ewer dierupting the 
entire seciel economic life and ewentually affecting the four sodernigat ions, 


hccordime to the foregoine emalveis, we muet persict if isewing currency in line 
with e& omomic PFi® iples te stebilize emremittingly prices and finance. This is 

20 LAP orEaRE ERPEF lence of cof COOROMIC CONetruction ower the past 3 odd years 
simce the founding of our country end is alee an important principle we gust adhere 
tc ie realizing the four modernizations. 


11 Cleat ead Cowert leeusmee of Currency fer Pimancial Purposes 


Ap josuanee of currence) for fimancial purposes ic coused by two éifferent situations. 
The firet ie whem there ic an imbalance of rewemue omf expenditure, resulting im 4 
deficit.  teswance of thie bind is plaia te se ‘he second ic when there is 

mo @eficit a¢ ome looke 4 the account books, though in fact the balance ic false 











and there is aetualiy a deficit. Then an issuance of curreney is aade in 4 covert 
wer, 


Vader the socialist system, the sational economy is develeped at 4 fast tempe in 

@ planned and propertionate way, There is alee 4 continuous inerease in financial 
revenue and expenditure while the policy of “striving fer a balance for the current 
year with @ slight surplus” is being implemented, it foliews that in normal 
eireumetences, 4 deficit ic generally unlikely and so is an issuance of currency 
for financial purp. ses, This is the superiority of the socialist system, Never= 
theless, economic reality ie rather complicated, for various objective reasons, 

@ deficit @ight also occur thus necessitating the issuance of currency for financial 
purposes, for imetance, ae 4 result of natural calamities, there is 4 reduction 

in fevenue while expenditure canmet be cut down at once, Of when war of 4 COmPere> 
tiwely large seale breaks out, @ilitary expenditure has to be increased, in addit om, 
there are subjective reasons, For example, because of 4 wrong guiding ideoiogy an 
Line, objective economic lawe are contravened, Consequentiy, excessively high 
tatgets are set, orders given blindly, the capite!l construction front becomes 
overextended and the relationship between various branches of the national ex onomy 
becomes disproportionate, finally the situation occurs because the seale of capital 
cometruction is often net determined according to available financial and material 
resources, Instead, the scale and the growth rate are iret decided upon and then 
ensured with financial resources. Consequentiy, “. , .4i construction pute great 
pressure on finance, which in turm pute great pressure on banks and the banks have 
te iseve banknotes.” This leads to the issuance of currency for financial purposes. 


The following are the Gain reasons for our country having « covert kind of currency 
ise~ance if the past! 


1) bere wae falee revenue, Despite the fact that actually Chere was even waste, 
let sleme creation of social wealth and value, financially it was shown a6 revenue. 
fer instance, products preduced by industrial enterprises, though of poor quality 
and low in demand, were kept in stock for 4 long tise because of the monopoly for 
purchase and garketing )) commerce, enabline the industry to realize ite profits 

and tas revenue. finally commerce would aake an inventory of warehouses and, in 
doing so, the products would either hawe their prices reduced of be rep rted as 
worthless. In thie way, the profite turned ia and tax rewenue paid by the industria! 
enterprises were essentially false. 


lesses incurred by enterprises are sade up with bank loans. ‘Socis ist profits 
ate valve sewly Created by enterprises, which, after fulfilling their production 
plane and itprowins their sanagement end administration, turn over their profits 
te the state on tine and in «4 planned way. ‘“nability te ture in planned profits 
te the etate ic an indication of the enterp..ees’ failure te fulfill plane or 

imc apability ef prudent management and administration. if under these circu 
stances, bank loans are sought toe obtain profite to be turned over to the state, 
then it ®eane thet enterprises are Sot creating sew walwe and are cowering wp the 
truth about falee revenee. Of the other hand. a6 far as the state is concerted, 
appropriat'ng beak loane a6 revenue is tanteam mt to eranting 4 loan and then 
acquiting en equal smount of rewenve. A transfer of funds of this kind does sot 
refiect an imereace if goods and waterials. If this kind of false revenue is used 
to pe, for expen ture, then in essence currency is isewed for financial purposes. 
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Revetue fer the Hert Year 18 entered a8 that fer the current year, Af 
@ finanelal year, @° revenue hee fallen shert eof the target, deception 
to, Tees fevenue afd prefite are aftificially entered ae revenue fer the eurrent 
Year, stfikting @ Belahee with shee fevenuce, 





2) Ae Tar as « pentiture ie concerned, sileeations ef cifeuleting fumde have aot 
been verified te be sufficient, Te ensure Gormal production turmevere by enter= 
Prices, alleeation of @ certain ampunt of cireulat fuede from the stete budget 
is Qeeeseery, At the same time, a6 the seale of tien end merketing of enter 


of clrculeating fumde te required, 
te eaterpriges ie oot included in the 





twdget 
preduct 






verified as being sulficiest, serail of iece 
will be effected for lack of adequate cireulating fuede and se will rewenve, in 
Cases where the enterprises apply te banks for leans order te fulfill thei 


Production plane, Gere loane are then granted, 4 t 
fecelpte and expenditure. Consequentiy aere currency 
@ falee belance between revenue and ecupenditure. 


Circulating funde ere diverted for capital conetruction. 
socialist economy can be developed at @ high speed and in 
way, a9 appropriate fratic gust be mainteined between cireuleting funde and cap 
comettuction funds. Diverting circulating funds for capital construction will 
result in an imerescsed sumber of capital conetruction projects, extens 
capital construction front and exacerbation of the ebalance between 
demand of goods and materials. Furthermore. it will meke the imbslanced si 
between credit receipts and expenditure ewer worse. Then sore currency will be 
iesued. in eseence, capital construction te then engaged in through the issuance 
of currency. The balance between revetee ond expenditure as shown in the account 
books is false, 









teadequete alleeation for items ef essential expenditure. “hough essential 
expeoditure has been cut by artificial efferte, additional eapenditure has to be 
meade in the cowree ©f erecuting the budget. Then expenditure exceeds what has been 
planeed. fur Sermore whet owght te hawe been expended during the course of the 
year ie set imeledec. As 4 result, there are tee aeny cutetanding sccounte, 
increasing the future fieancial burden and so om, 





}> Comeidering finer cise menagement. If making plane and arrangements, targets 
are set at toe Biel « lewe!l, The plane drawn @ for financial revweare are imprec- 
tical and wmreliable. Gonsequentiy the plane cannot be fulfilled in the course of 
theit implementaticn and there is 4 gap in our expenditure. Also gere construct icon 
projects are included et will is executing the plans and money ic squandered, or, 
tax revenue is cut at will, resulting in the ieowance of currency for financial 

Pr Poses, 





in short, while attention hae te be paid to owert issuance of currency for financial 
purposes, more imeortance showld be attached to the cowert kind, because With covert 
iesuwance of curren » for fimaneial purposes, there is mo prict planning and there- 
fore there is a le ® -{ ideological and operational preparation. The contradiction 
will set be fully exposed and very often the gore it accumulstes, the sore serious 
the problem gete, thus the greater ite destructive impact on the sational economy 








wa the people's tite. The feet Ghat we are going te have 4 financial deficit is, 
wowever, clear te be and we can Ory a1) pessible ways and means te reduce oF aveid 
it, Albee, @ Covert lesuaenee of curreney often goes unnoticed until harm has been 
done 16 Preetice, en¢ the diseovery will be gradual a6 well, On the other hand, 
with ieeuenmee of corfeney for financial purposes there is still the 

Pose Pillty of taking eetion te reduce of aveid it, Finally, the sum inveived 

i @ Covert leeuanee Of currency fer financial purpeses is often 4 huge one, for 
the seeenhOe OGROeele The truth, and, by the time the probiem comes te the fore, 
the tetel eum tewelwed te wery large. Therefore, in addition te being able to 
& © overt leeuanee Of curreney for Tinaneial purposes when we see one, we aie 
howe te be able te identify « cowert one. in partioular we have te study and know 
th letter bind of leeuanee very well end take action scoordingly. Only then wil) 
we be able be Carry Out thoroughly the policy of “striving for 4 balance for the 
current peer with « slight surplus” and persist in issuing curreney in line with 
efomemic Piece iples to ensure the etabilitv of currency, 


iil, Cwrremey Pet lete Cireuletion Threwgh the Credit Channel te Net Necessarily 
teowed 18 Line With “comemic Prine ipies 


Ceteraily epeahiog, oa fener put iste cireulation through the eredit channel is 
jeowed te line wit) ec@e mic principles. Wowever, even currency so issued should 
fot \ Gere than the leat Seormally seeded for preduction and the expansion of 
coMmedity cifeuletion, lf the ieeuanee goes beveond thie limit, then even if the 
-uftemy) is ieeued throweh the form of credit, it ‘s still set objectively needed 
by toe cireulation (leld and .sanet be termed a6 heving been issued in line with 
e onemic principles. tInetances of thie nature are chiefly ae follows: 


The amount of ioene far exceeds thet needed for aericultural and industrial produc- 
tion srewth as well a¢ expanding cownedity circulation. That is to say, the seans 
of  itcaletiom and cayrment prewided by bagke for the national economic activities 
ate fore than the amount seceesary for the social reproduction process. Conse- 
queetiy, eredit fuete are out of lime with the mowement of goods and materials, 

a tense situation is fostered between the eupply and demand of goods and mater isis 
eed 2 Situation is created whereby too such currency ie iseued. Por the past 

»*) o@¢d years there Ses been many 4 tige when too such currency was in circulation 
in te gerket, and wery often thie was caused by banks eranting toe many loans. 


Ae @meessive amount of leane have been used of goods and @ateriaic in low demand. 
These goods end Gateriais are Set put inte predwetion er brought inte play if the 
cireulation precess ‘or + lome time. If an emveesive amount of loans are used on 
them when they hawe eo teurmewer, these funde will remain idle for 4 long time, 
atwersely affecting the turmewer of credit funds, increasing the amount of loans 
and resulting in 2 'ieger i*balance between credit receipts and expenditure. 
Heree, * larger amteust of  urreney ie issued. 


Teo much money ie .ced for a@wanced payment. Where production cycles ate longer 
and the valwe of proeucts bigger, an advanced payment could be made by one socialist 
enterprise to afotcer. However, af excessive payment of thie kind would affect 

the sormal turmewer of funds lo ensure sormal production anf circulation, enter 
prises often hawe to apply te banke for loans. Ase 5 result, whet the enterprises 
ate actually doing is that they are aaeking advancee payments with bank credits. 








Mere loans are then provided by the banks, again resulting in 4a bigger sebalance 
between cfedit Feeeipts and expenditure, as well ae more currency being issued, 


What the above indicates is that, despite the fact that curreney wight have been 
issved through @ credit cheamel, such a8 lesuaenee gevertheless leads to an excessive 
inerease in the gupber of loans eranted, 4 disruption ef the balance between the 
amouat of cireulatiog and the commodity circulation and te 4 vielation of the 
Objective requirements of the law of curreney circulation ee leng a6 it does not 
conform te what the development of production and expansion of commodity eireulation 
would sermally require of credit funds, And thie affects the stability eof the 
eurfeney, it Fellowes that curreney put inte cireulation through 4 credit channel 
may Ot Geeesearily be what the circulation field objectively needs, Therefore, 
after due deliveration, one would say that te deseribe an issuance of currency 
through bank credits a8 being in Line with economic principles is not precise enough. 


iv, Change of leeuenee of Currency Prom One for Financial Purposes te One That is 
in Line With Reenomic Principles 


Accotding te the abowe analvele, af issuance of currency for financial purposes 
ie hareful te the four modernisations and guet therefore be avoided and prevented, 
But even if currency te iseved for financial purposes in 4 epecific year, i ces 
not mean all the extre curreney which te sew in circulation has been issued for 
financial purposes. tt should be realized that where production is expanded, a 
portion of the extra currency ie etill put inte cireulation in line with economic 
Principles, only teat pertion which is intended te eake up 4 financial deficit is 
issue) for finameial purposes, Purthermere, an issuance of currency in line with 
econ sic principles amd that for financial purposes are interchangeable. Through 
the c.ohemic work in various respects, an issuance of currency for financial 
Purposes can be changed to one thet is in line with economic principles and vice 
vetee if mistakes and problems eceur in the course of work. 


The direct condition for changing a0 ieeuance of currency for financial purposes 
step by step te one which is in line with economic principles is that between 
revenue and expenditure, we showld strive for a “balance for the current year with 

a slight surpiee. With expended production and commodity circulation, sore curren: y 
is needed for circulation end amy excessive amount of currency put inte circulation 
in the past will be absorbed. At the same tie, withdrawal of currency fron 
cirewlation will alse be possible through commodity supply, the providing of labor 
services and the ¢dewelopment of savings services. The following ere the major 
*essures thet create the conditions for thie kind of changeover: 


te Jeweler preduction ané inerease fisancial revweque is the material basis on 

which am issuance of currency ‘or financial purposes ic changed to that which is 

in line with eromenmic« principles. fwery effort must be gade to expand production, 
readjust the « pertiomete relationship betweon the various branches of the national 
econeom end aainteio 4 proper proportionate relationship amone agriculture, light 
industry and heavy industry a6 well as between sccwwmiation sad consumption. 

At the same time, we gust launch extensively 4 gowement for increasing production 
and practicing econoay, open 411 avenues for production, tap new financial resources, 
increase production «6 well a6 income aad pay attention to economic effects. 

Metive support gust -« given to whatever can expeditiously increase production, 

the provision of commodities and labor services and financial revenue. increased 
revenue is only possible on the basis of expanding production and commodity 








turnover, We Gust Practice strict economy, Once success ie achieved in practicing 
economy, imnereased preduction will be ensured, rewenue will be increased and 
expenditure reduced, Also, 4 balance will be struck between revenue and expenditure 
with a little surplus, ta this way, an issuance of currency for financial purposes 
will be changed te one which is in line with economic principles, 


Pereisteme ifn regarding a balance between credit receipts and expenditure is an 
important condition fer aveiding issuing currency for financial purposes, ft is 
only whet such @ belanee is struck that « real balance between revenue and expend) 
ture can be attained, and there gust be an overall balance between financial 
revenue and expenditure and credit receipts and expenditure, While the sovement 

of financial and credit funds reflects that of goods and materials, 4 balance in 
the supply and demand of goods and materialise is the basis for 4 balance between 
finance and credit, which, in turn, brings about «4 balance in the supply and demar’ 
of eeode and materials. Therefore, an overall balanee must be aaintained amony 
finance, credit and goods and gateriais (in addition, foreign exchange). As far 
as the credit work of the banks ie concerned, it showld involve tapping actively 
the latent deposit capability of different quarters, trying hard te increase sources 
of credit funds, etrietiy controlling the granting of credit, practicing economy 

in the use of credit funds, expediting the turnever of funds and improving the 
efficiency of credit fund utilization. Having been approved by the state, credit 
plane @ust be strictly implemented. ‘eo extra loans outside the plane or overful- 
fillment of credit plane should be made of attained at will. 


The existing economic genagement system should be reformed so that plans for the 
issuance of currency are independent of credit plane and «tate budgets to which 
they are attached. ‘nader the existing economic sanagement system, state budgete 
and credit plans rest on the issuance of currency. When there is an imbalance 
between revenue an’ expenditure, the situation is remedied with bank overdrafts. 
when there is an imbalanced situation between bank credit receipts and expenditure, 
and expen iiture exceeds receipts, the problem is solved by isswing currency. ‘So 

an ieeuance of currency is really 4 big gap for which no plan has been aade. This 
is one of the gain reasons for currency being issued for financial purposes and then 
put inte circulation at will, for excessive ise szance of currency and for capital 
construction depending on the iseuance of currency. This unreasonable economic 
management system should be reformed so that the currer-y issuance plans becone 
indepentent. In formulatine an annual or lone tere nat.onal economic plan, 4 
currency teeuance plan should be mapped out in accordance with the forecast a6 to 
the ssount of circulating currency required by the national econoric development. 
The iseuance pan, once approved by the organ of state power concerned, cannot be 
changed arbitrarily. This will prewent finance from seeking bank overdrafts 
wantonly and block the way to solving the problem of an igbalance between the receipt 
and ewoenditure of credite by issuing currency, putting an end once and for ail to 
the situation where “finance puts great pressure on bauks, which then have to issue 
bank sotes.” If sedition, this will compel finance and banks to tap aii the 
potentialities, i: crease revenue, pay attention to economic effects, seduce 
expenditure, control inmvestaent on the capital construction front and etrive for 

2 balance between ‘inarcial revenue and expenditure and credit receipts and expendi- 
ture In thie way, we will be able to reduce or avoid an iseuance of currency for 
financial purposes end persist in issuing currency in line with economic principles 
eo that the st«bility of finance and prices and the normal circulation of currency 
can be ensured, accelerating the realization of the four sodernizations. 


CSO: 6006/2867 
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TINANCE AND BANKING 


GROWING BANK DEPOBSITS<-Beijing, 17 Apr (AINMUA)~<The biggest increase in history, 
according te officials of the People’s Bank of China, wae recorded in the firet 
quarter of the year in savings deposits in China. The deposite grew by 525 sillion 
yuen (2%), 2 30.5 percent rise from the same 1980 period, said Li Shutian, 





director of the deposit department of the bank. The money, said Li, ie largely 

ir fixed deposite. Beijing has seen 40,900, or 5 percent, gore new accounts 
while in Shanghai, 720,000, of 40 percent, sore new accounts were opened in the 
firet quarter of thie year than last. “The increased earnings of the urban workers 
and the development of urban collectives and individual enterprises have provided 


the sources of deposit,” said Li. [Text] ([Seijing XINHUA in English 0728 Gr 
17 Apr 61) 








"J INGIT GUANLT' ON BLIND LIGHT INDUSTRY CONSTRUCTION 
WEKZ71110 Beijing JINGIT GUANLI in Ghinese Ne 3, 15 Mar 81 pp 19-20, 3) 


[Article by Kiao Weixiang (5618 48650 3276) and Chen Kin [7115 2450): "“Conscien- 
tiously Overcome the Probleme of Waphasard Construction of Plants and Haphasard 
Prodvetion tn Light Industry Development”--elantiines denote boldface type! 


[Text| In the last 2 years, in the process of carrying out the principle of 
readjusting, reforming, consolidating and taproving, different levels, depart- 
ments and regione have taken some effective — .ures, thereby leading to compara- 
tively fast development in light industry, and made the epeed of growth of light 
industry surpass that of heavy industry. This has ease! to some extent the 
imbalance between the two industries. But, in the development of light industry, 
there have emerged some problems euch as haphazard construction of plants and 
haphazard »roduction, the emali squeezing owt the large, and the backward squeezing 
out the advanced which has sharpened the tension of supply of material, fuel and 
energy, stretched the capital construction front, induced sew isbalance in some 
light industries and thus led to the decline of the economic effect of light 
industry production. These problems badly need to be solved effectively in the 
rec diuet@ent of the national econcey. 


Why have the phenomena of haphazard construction of plants and haphazard production 
emerged in the speeding up the development of light industry’ The following are, 
we believe, the Geior causes: 


‘Ji. The departments concerned have insufficient planned guidance, lack compre- 
\.esive belance and overall planning.// After practicing “eating in separate 
hitchens” with regard te central and local lewels, 411 the local authorities tried 
to imerease financial income and were active in developing light industry. This 
is 4 vety goed phenomenon. But. because planned guidance over comprehensive and 
supervisory departments was ineufficient, lacking in comprehensive balance and 
overa.l planning, some \ocal authorities and departments did not know what products 
should be developed anc what products should not be deweloped. Considering only 
their own regional interests, they were always haphazard in the direction of 
investment. /6 4 result, they were really keen to produce the popular, quickly 
produced products we *> were gore profitable in terms of taxation. For examp'e, 
quite a few provinces . x cities have been competing to produce the so-called 
“three big items”: watches, bicycles, and sewing aachines, and su h things as 
garment products. As reported by the Bureau of Light Industry in Shanghai, 
comrades of light industry departments from 14 provinces or cities went to Shanghai 





to request that arrangements be made for integrated production of the “three big 
items” since the central authorities raised the policy of “giving play to supe- 
riority, protecting competition and promoting integration.” Some provinces 
already have one bicycle plant but they keep on expanding bicycle production by 
setting up other plants; some regions and cities are also doing the same, even 
some nonlight industry departments also insist on making bicycles. Endeavoring 
separately and forming self-centered systems like this means integration does 
het occur and there is 4 great deal of haphasardness. 


//2, Some regulations based on the current policy of taxation and pricing are 
unreasonable, fostering local running of emall plants and construction of new 
plante.// For example, in order to prop up the industrial development of communes 
and brigades, the government has set up the policy of tax exemption, low rate of 
taxation and granting interest-free or low-interest loans. This wae originally 

a good deed. However, a6 the method of “cutting with one knife” has been imple- 
mented uniformly tn all industrial establishments run by communes or brigades, 
ill ef them were exempted from taxation in the first |} years regardless of what 
they were producing, whether they were competing for raw gateriale with large 
plante, whether they were making profite or however guch profit they were making. 
This measure has encouraged some local communes and brigades to establish plants 
haphazardly; they have built a great number of emal! distilleries, emall cigarette 
plants, emall leather plants, emall plastic plants, smal! canneries and emall 
electric fan plants. Taking the distilling of aicohol as an example, tax for 
cereal alcoho! p. duced by commune and brigade enterprises amounts to 20 percent, 
while etate-run distilleries have to pay 60 percent tax for the same product, 

and 40 percent for potato alcohol. In 1979, there were in the whole country 1,496 
distilleries run on county level or above, with an output of 3.5 million tons of 
aleohe! per year. In 1980, according to 4 survey in 17 provinces and sunicipal- 
ities, 12,000 new Jiatilleries were established and being developed. tn some 
cases, even a Single province could have @ore than 1,000 distilleries. While the 
produ tion of the state-run distillery in Jinjiang County of Fulian Province had 
still met reached full capacity, communes and brigades ran 117 new emall dis- 
tilleries, all of which were exempted from taxation. Taking the electric fan 
induetry a8 another example, there are altegether 25 enterprises appointed for 
@lectric fan predw tion under the national light industry system, which can produce 
more than 3 @illion electric fens «a year: in addition, those establishments under 
the sachine=-buildine department can produce neariv 1 million; this production 
capacity basically reaches the current demand of domestic and foreign aarkets. 
However, because of the advantages in terme of taxation, some counties are still 
“doing things in 4 big way” in electric fan production. According to an investi- 
gation by the Jianesu branch of the People’s Bank of China, in 1979. there were 
59 enite assembling electric fans in Jiangeu Province, half of which were run by 
ommures of brigades; in 1980, the number of assembling wiits increased to 209, 
among Which 129 were run by communes or brigades. One cowity--Wuxi Svunty--had 
66 assembling wnite, including 59 run by communes or brigrdes. Ali the 7' pro- 
duction beigader of Luoshe commune of the same county est iblished their own 
electric fan (or acces: orv) plants The whole ccenty produced « .990 ¢ ectric 
fans in 1989, and is plenning to produ e 1.5 giliton this year. Sliadly doing 
things on 4 large scale like this will inevitably lead to 4 situation . ere the 
production of some oroducts surpasses its sales value, and short ters production 
turns to long tere production thus causing «a new igbalance in the national 
economy while the reedijustment is under way. 
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//3. The prices of certain raw materials for light industry are on the low side 
While the profit from the processing industry is too high. This alse encourages 
some raw material-producing regions to develop processing enterprises blindly. // 
Now, the local authorities of some raw material-produc.ng regions always think 
about developing the processing industry for what they produce locally. Regions 
producing tobacco want to establish cigarette plants, those producing woo! want 
to establish carpet plants. In the east, about 6 eillion dan of tobacco was 
exported every year from the main tobacco-producing regions; but in 1980, only 

2 million dan were exported. Included in the economic plan are 8) cigarette 
plants in the whole country. Quite a few of them do not reach their full produc- 
tion capacity due to lack of raw materiale: in contrast with that, emall cigarette 
plante are being developed in some provinces. There are only 1! cigarette pleats 
included in he plan in Henan, while there are 62 sg@all ones outside the pian and 
out of the latter are in the single region of Zhowkou. There are only } 
cigarette plants included in the plan in the Guarsgxi Autonomous Region while (there 
are 24 outside the plan. Expanding the process ng capacity ae blindly as this 
will consequently sharpen the contradiction between the supply of raw @° terials 
and the processing capacity in some industrial branches: on the one hand, the 
production capacity of some enterprises with good equipment, advanced techniques 
and high production efficiency is idle, and on the other hand, those small fac- 
tories are being expanded rapidly, where a larger amount of raw materials is 
consumed to produce inferior goods at 4 low efficiency. This is indeed 4 very 
ereat waste for the whole national economy and does not geet the demands of our 
people. Large cigaret*e »lants consume on the average 57 kilograms of tobacco 

to produce one box of ,arettes, while those small ones consume up to 75 kilo- 
grams. Moreover, the latter cannot produce high quality cigarettes even with 
fine tobacco. 


//&. Some departments and regions have not acquired a comprehensive understanding 
of the policy of givin. full play to the favorable conditions. Sesides, there 
are some shortcomings in the present sysetem—--the actually existing “departmental 
ownership system” ard “regional ownership system.” This also encourages the 
tendency of the localities toward he~+agard construction of plants and haphazard 
production.// Some vepartsents, ae a use of the convenience of controlling 

the production of raw materiais, de.ciop processing industries bv themselves in 
the name of giving full play to favorable conditions. tTeking the garment industry 
as an example. In some departments, the existing processing and production capacity 
is already gore than needed, and those departments such as textil.. commerce and 
foreign trade etill seep on building sew plants. Those industrial branches under 
the Ne 2 Light Industry Bureau for Zhejiang Province has the capacity of processing 
50 million garmen: piecee but they have been assigned to process only 30 asillion 
pivees in 1980, and at the same time, the Textile Sureau has newly buiit 12 proc- 
essing plants for silk and flannel germents. There are six bureaus engaged in 
gar@.at production in Shanghai, namely, the Handicraft Bureau, Textile Bureau, 
Commercial Bureau, Agricultural Machinery Bureau, Regional Indwetrial Bureau and 
Foreign Trade Bureau. The competition between thes is really acute too. Ssking 
use of the convenience of coxtrolling the purchase and allotment of raw aateriails, 
some departments, are developing their own processing ioadustries and, at the same 
time, cutting down the supply to the existing light industry enterprises. Seing 
cesponsible for the purchasing of tangerines, the Commercial Department in Huangyan 
of Zhejiang Province has successively established four canneries (workshops), 

thee affecting the raw aaterial suppiv to the Huangyvan Cannery. 
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thew Can these probleme arising [rom haphaserd construction ef plante aad haphasard 
production in the development of light industry be solved’ tn our opinion, the 
following jobe @ust be dealt with well) 


//i. Light tedustery departments at a1) levels gust strengthen planned guidance 
and do « goed job of market forecasting aed lesuing communiques on production 
needs.// Por the major light tndustr: «° (sets, we should, according to the limite 
of different lewele of management, «  . feadjustment, put forward « plan of 
development to include existing production capacity, the situation of production 
needs, forecasting, allecation of oroduetivity and plan ef development. Then, we 
shail be able to give planned guidance to various regions and departments, try 
out best to divide and coordinate jobe, and thus reduce the haphasardness in 
development. lavestment (loans) in light industry showld be used in « planned 
way i6 developi: short tere products, in tapping the potential of old factories 
and restructuring (hem ee a6 te inerease the wariety §colere and designe, and 
leprowe ‘he qualit ef products and develop high grace: goods. lavestment should 
aleo be wt inte selentific research and education Which will be wery efficacious 
in the f ture. We showld wot blindly expand the processing capacity anymore. 
Local aut orities and enterprises should aleo be brought within the orbit of 
wified planciag in using their own capital. Leieser-faire of going one's own 
way i¢ absolute!’ prohibited. 


/'). opt fovcefel @easures to reorganize those enterprises which at present 
have high consumption and inferior quality.// Prom new on, no gore emall-ecale 
plaste can be bullt any where a6 long a6 they are expected te compete for raw 
materiale with exieting large-scale plante or if the production capacity of the 
particular product has been excessive, for example, emall cigarette plants, email 
distilleries, emall plastic plante, + 211 soap-making plants, email! leather and 
fur plante, emal! dairy plante, email canneries, — electric fan plante, and 
eo forth. tedustrial and commercial administrative and ganagement departments 
@ust strictly control the situation by refusing any applications for business 
licenses, a1] those email! plante which violate the regulations @ust be banned. 
Those siready establiched which ecramble for raw materiale with large plants 
showld be consolidated and readjusted according to reasonable economic principles. 
Som of those emai! pleats (centering on an end product) can be organized into 

a “coordinated process” of integration of joint operation; some of thee can under- 
take only raw processing, leaving the finished processing to larger plants, some 
of them can undertake the production of accessories of handiwork processing under 
the atrangement of large plants: geanwhile, some other showld resolutely be 
closed, suspended, merged of shifted so that they can transfer their raw aaterials 
to large plants and reture to local authorities 4 certain part of the profit 
gsined from their processing operations. The policy of tax exemption in the firet 
few yeare for 411 commune of brigade enterprises qust be amended Departmente of 
finance, banking, pricing, and eo forth should actively function as economic 
levers, fostering some omall plante While restricting others. The same rate of 
tas ae that for state run enterprises and large collective-run enterprises should 
be levied on those ô brigade-run enterprises which ecramble for raw 














or 
materiale with large plante or insist on producing in those branches of industry 
where there ic already surplus ion capac 

iaterest loans should sot be granted to thee. 


ity; aleo, interest-free or low- 




















//4, Aetiwely push economic integration, especially tranedepartmenta! and trane- 
regional integration, do well in coordinating the relationship between Faw @ateria! 
predveing fegions and processing regions, combine the faverable conditions of 

both sides to promote light industrial development.// We should emphasize the 
idea of “eoordinating all the activities of the nation like pieces in 4 chess 
game,” adv ate the practice of subordinating regional interests to these of the 
whole nation, pay attention tu the macroeconomic effect and develop professional 
cooperation according to reasonable economic principles. in dealing with raw 
materials seeded by light industry, on the one hand we should enforce the sationa! 
allotment plan=-faw material producing regions must ensure the supply to thoee 
processing industry regions possessing comeentrated Light industrial | anchee and 
advanced technology aad supply them acoording to the plan--on the other, we should 
aleo consider the benefit to raw gaterial producing fegione--we suggest the 
following preeedure: Get 4 base of allotment, return 4 certain part of the profit 
geined from processing in excess of silotment to the raw material producing 
fegions, of inerease the profit for the latter by returning some processed products 
te thes, te the future, if the production capacity of farming and sideline 
product processing ic te be expanded, a6 « general rule, it should be fulfilled 
by conetructing new plante or enforcing production association in raw material - 
producing regions, instead of building new factories in large or medium sired 
cities. Keeping peace with the industrial readjustment, we should enforce step by 
step etructural refore in the exieting light industry processing enterprises, 
disperse in a planned way the processing industries of some farwing and sideline 
products to suburben and raw material producing areas--we cen push ahead with 
production aeeeciation of tranefer the ownership of some equipment at 4 set price, 
eo that plant buildings and labor force can be used to produce high-grade goods or 
new products; besides, we can aleo consider adjusting appropriately the tax rate 
for raw materiale ae well ae that for finished goods, eo a6 to render 4 compara- 
tively reasonable economic profit to raw material producing for the ssie 
of their products. In short, we should assure the raw gaterial producing regions 
of their profit, and thereby stimulate their enthusiase to promote raw materia! 
production and aecist light industrial preduction to develop more harmoniously. 
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PRC JOUNNAL ON PORFICN BOONOMIC TRADE 
WE201154 Beijing JINGJT GUANLI in Chinese Be 3, 15 Mar 81 pp 16-18 


[Article by Yen Meijin [7346 4850 6651): “Poreign Beomomic Trade Work Should 
Serve Economic Readjustment Better™) 


[Text! In order to change the state of the whole nations! economy from passivity 
inte activity ensure the heal 





Soar 
In recent yeare, our trade has been develoving fairly quickly, with « 

976 and another §) sercent increase in 1980 

the steedy expansion of exports, ur country has received 

more foreign exchange and reduced the unfavorable balanc> of international pay- 
promoted product ‘on 
and stimulated the aarket, provided gore job opportunities and iaprowed the p opie's 
livelihood. People have Clearly the positive role of foreign 
trade in the national economy. ttees st «il lewele and the govere- 





















exports hawe increased by 4 fai 
enrealistic to expect 4 steady inc 
in the future. Bet in the per 

export wolume etill has to be 
te realize economic readjustment 


necessary quantities of grain 










are very unfavourable to the setional 


already opened up qust be supplied wi 
by others. Gnee we have been squeesed out, i 








Third, the production of tedusttial and agricultural enterprises responsible for 
the sewefacture of eaport commedities in the country cannot be on and off Fourth. 
with the reducing of the seale of capital construction in particular, the seed 

for equipment and @eterials have decreased and 4 lot of factories are operating 
below capacity. Te arrange for these factories te sanufacture these commodities 
suitable for expert purposes will stigulate production. Te expand exporte is « 
method frequentiy used by various countries te overcome economic difficultics. 

We showld alee adept such « policy if our vigorous readjustment . 


‘tewed from the practical and feasible standpoint, crude of! and other pet roleus 
products will decrease 4 little for « certain period of time te come owing to the 
(ontinuity problems in their production capacity, and the export of « few commod- 
ities which have high lowe percentages will alee be reduced of stopped. tn epite 
of that, there ie still potential fer the supply eof export commodities. The key 
to the probles ie te work in «4 dowe-to-earth eanner. FPiret of ali, we should 
readjust the structure of exporte and do 4 good job of producing export commodities 
which are suitabie for sale. The traditional export commodities of our country 
are fare produce, byproducts and special incal products. The rural economy at 
present is vigorous and the peasants’ cuthusiaee for production ise very high. 
The export of many assortments of goods can 1160 be increased so long a8 the rural 
policies of the party are carried out conscientiously and the various epecific 
@easures are grasped well. During the readjueteent period, light tadustry will 
develop by 4 fairly large aergin. th addition to supplying the domestic market, 
it can supply gore sources of export goods. tn this respect, the focal point of 
work ic to develop the export of commodities of the labor intensive type. Since 
our engineering industry already has 4 fairly good foundation, there te 4 gord 
prospect for the export of eachinery and electrical products including mall sized 
complete sete of equipment. We have opened ap 4 aarket for cur ofl pumps in the 
United States and have concluded transactions with foreign countries for building 
ecve our shipbuilding industry. We have 
received scores of inquires from foreign firms for our chemical industrial ec sip- 
me. bes te the Middle Fast, Latin 
America and Africa. There are roepects for the export of other complete 
sets of equipment such a6 textile sachiaery, transformers, « sent factories and 
emall powerplants, espectally those email sized aachinery and low-grade tools 
which the developed countries go longer produce of sre producing in reduced 
quantities. The expert of coal can aise be increased gradually. Second, it is 
necessary to develop processing f iaported materiais, “promoting exports through 
imports.” Prom the processing of tmeported gaterials, we can exchange $2 of 
foreign exchange from export after processing for approximately $1 worth of 
impo.ted materiale on the awerage. We can aleo provide gore job opportunicies 
and increase revenue. This is killing several birds with one stone. During the 
readjust@ent period, because of shortage of certsin raw aaterials in our country, 
there is still room for processing capacity. The processing of imported gaterial« 
ie an ie@portant @eens of stimulating the domestic economy with world aerketse. The 
light and textile industries showld continue to do so and other trades can aleo do 
likewise. This show!d be promoted actively so long a6 production capacity ise sot 
expanded blindly, esergy supplies are guaranteed, products can be exported and it 
paye according to the rate of foreign exchange generation. Third, it is necessary 
to gake an inventory of warehouses and clear those commdities with which are 
overstocked and which are suitable for sale sbroa’ for export in 4 planned way. 
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Fourth, it 48 Heeessary te false the quality of preducts, de a good job of tech= 
fical service and develop the ability to create foreign exchange. It ie necessary 
te develop new varieties, designe and colors, raise out standards. ieprove packing 
and packaging and do 4 good job in the supply ef epare parte and fittings and 
after-ecales service. We guet make great efforts to raise the rate of honoring 
agreements and strictly abide by contracts, Owe levele in thie respect are still 
low, which affeete eales prices and consequentiy results in our receiving auch 
lees foreign exchange. Take the Hong Kong market for example. Some of our plece 
goods there are WO percent cheaper than siailar products of Japanese origin. A 
few Hong Kong drese distributors put forward 4 proposal that order prices can be 
raised by 15 percent if only we can deliver goods on schedule. 


In short, te order to serve the readjustment of the national economy better, the 
export trade of our country showld and can continue to expand to some extent. 


* Tighten Control Over laporte and Practice Beonomy on Foreign Exchange Expen- 
itures 


it is for the purpose of imports that we develop exports. tt is of important 
Significance to the steady development of the national economy to import in a 
planned way gateriale auch needed and in short eupply in owr country. In recent 
years, our country has yearly imported 4 certain amount of grain, thus reducing 
the burden of the peasants, helping the rural areas to recuperate and eultiply 
and promoting the fairly f st dewelopment of industrial crops. When readjusting 
the national economy, it is necessary to ensure the accompliehment of the import 
plan for raw @aterials and goods needed by the etate and, according to fluctua- 
tions of international prices, do Susiness in 4 lively way and purchase gore goods 


with lese foreign exchange. It is aleo secessary to give full play te our supe- 
riority, develop our strong pointe and avoid our weak pointe and etigulate the 


domestic economy. 


However, some goods and @ terials have been imported incorrectly of to excess in 
recent years. Last year, several hundred thousand television sete and cassette 
recorders and several @illion gagnetic tapes were imported by local authorities 
alone with foreign exchange under their control. This was in excess of domestic 
market capacity end, the goods being unsaleable, brought about setbacks to domesti: 
industrial production. Science and educational departeents in 4 certain city have 
imported several hundred sets of large precision instruments in the past few years 
with a). actual utilization rate of less than one-third. Certain wits have even 
concocted various pretexts and imported mall care under state impor« contro! 
without authorization. Our foreign exchange being hard to come by, any equandering 
and waste are iaper@icsible. it is our taportant policy to etrictly control 
imports and @ake efforts to practice economy on foreign exchange, especially during 
the readjusteent period. Following the development of industrial crops in our 
country, imports of cotton, sugar and so on needed for the people's livelihood 

must be gradually reduced: imports of large amounts of steel products, chemical 
fertilizer and other industrial products quet be reduced by bringing into full 
play the domestic production capacity; imports of high-quality consumer goods 

such as television sets and household electrical appliances a st be kept under 
etrict control. tmaporte of commodities in the future eust be run according co 


their classifications, which include ordinary imported goods, imported goods 








subject te control and prohibited iaported goods; it is necessary to fix quetas 
and put into practice the system of import licences. The custome should refuse 
clearance of anything that does not conform to the state regulations and the banke 
should refuse to allocate the foreign exchange. It te imperative to wee foreign 
enchange where it is needed goet. 


}, Introduce Key Technology and Equipment From Abroad in 4 Planned Way and aise 
the Technological Level of Production 


in the firet 2 years after the emashing of the “gang of four,” owing to the 
“Leftiet” thinking in economic work, imports of complete sete of equipment were 
too enormous in scale and surpassed actual need and feasibility, thus causing a 
heavy burden. Thie is one of the reasons why we are resolutely carrying out the 
present readjustment of the national economy. The lesson is « profound one, 
which we should draw on seriously. When introducing technology from abroad, it 
ie necessary to unewervingly ewitch from importing complet sete of equipment t+ 
importing vey technology and equipment as the focal point. Set only should we do 
so during the readiustment period, we should aleo persist in thie policy for « 
long tige to come. It should be noticed that the level of our production tech- 
nology is, generally speaking, comparatively low, but it te set low in every 
@epect. More often than not we do not get the knack of some technology and some 
key spare parte and components are sot up to etandard. Te counter thie weak 
point, we will get twiee the result with half the effort by introducing from 
abroad some necessary key technology and equipeent Take the Shanghai silk trade 
for example. For 4 long time they were unable to upgrade their products or 
replace the old with the new because of outmoded equipment. The year before 
last, the Shanghai No 5 textile @ill imported 4 batch of threading spindles and 
wide-digenrion looms by seans of compensation trade and produced high-prade silke 
and satine for export within 4 short time. tt ie therefore necessary, in accor- 
dance with the needs in economic readjustment and after overall balance and 
comparison and selection, tc adopt forme favorable to we and, centering on the 
tapping of potential, innovation and transformation of old factories, introduce 
from abroad new techniques, key equipment, and geasuring and testing inetruments 
that are suitable for us. We should aaster and digest them conecientiously and 
blare new trails. in this way we can expand the production of commodities with 
quick turnovers that are needed in the country and suitable for sale abroad, fill 
in the gaps in technology and raise the competitive capability of our expert 
coemodities, thus promoting the turn for the better of the national eco: omy and 
creating conditions for the development in the daye to com. 


4. Utilize Poretgn Pounds Actively and Safe'y, Strengthen Weak Linke in the 
National Ecvnomy 


Our country has 6 arted the construction of urgently neeced projects with foreign 
investment funde since we began an open-door foreign policy. More than 300 China 
and foreign joint or cooperative projects he’ been approved by the end of last 
vear. At present, the economy of the Western capitalist countries is in 4 stagnant 
position and there ic 4 surplus of capital. Being « big country with great poten- 
tials, owr country has « strong appeal to idle international funds. It is not 
difficult (of as te borrow goney and some of the terme are quite favorable. Under 
the condition in which our country lacks construction funds, it is feasible to 
strengthen weak links in the national economy by utilizing some foreign investment 


funds properly. 

















However, thease foreign debte gust be repaid with interest, Aside from the low- 
interest loans between governments and from the World Bank, the benefit foreign 
capitalists will derive from their investments in our country, whatever forme they 
may adopt, will net be less than the average profit margin on the international 
market. A. the same time, most of the foreign funde we have borrowed are subject 
to owr purchase of the other party's equipment and technology. There is no aore 
free foreign exchange. The amount of foreign funde we can utilize will depend 

on our country's repayment ability on the one hand and on the amount of investment 
we car collect for use in complete sete of equipment. We gust therefore keep a 
clear hee i and adopt correct solicies. Firet of all, with regard to overall 
guiding . inking, we should persist in acting in accordance with our capability 
and marc) (‘orward actively and steadily. Second, the direction ana focal potat 

of utilization should be selected with care. At present, we should we both the 
long and @edium tere low-.nterest loane as well a8 gedium-interest loans we can 
lay our hands on from government to government sources and from the World Bank 

in the construction of such basic tnetallations as energy exploration and etrength— 
ening of communications aed transport. We can aleo carry owt, selectively and in 
« planned way, technological restructuring of old plants and expansion or recon- 
atruction projects to increase exporte and foreign exchange income by means of 
jotat stock operation, cooperative operation, cooperative production, compensation 
trade and so on. Third, it is necessary to closely combine overall balance and 
unified planning with feasibility etudies of each specific item, make the aost 

of the investment and ensure the repayment of capital with interest on echedule. 
Fourth, attention should be paid on introducing advanced technology and scientific 
gethods of management froe abroad while utilizing foreign funds. 


All foreign funds are our state's foreign debts, no matter through what channels 
and in what manner they are used and whether they are unifiedly borrowed and 
repaid by the state or whether they are separately borrowed and repaid by the 
localities, departments or enterprises themselves. Therefore, in the aatter of 
utilization of foreign funds, it is imperative to strengthen unified sanagement. 
The total amount of foreign funde used at one time and yearly by the whole state 
and the variows areas and departments @ust be controlled by the state. The 
competence of examining and approving the borrowing of foreign debte and funds 
used in variows forme quest be clearly defined and etrictly implemented. With 
reference to key projects, detailed analysis quest be carried owt and their feasi- 
bility studied. 


Foreign economic and trade fronts showld do a good job and play 4 positive role 
in the above pointe. tt is igperative to improve sanagement and asdeinistration, 
etrengthen business accounting, lower the cost in gaining foreign exchange, sake 
great efforts to tap latent potential and, in dealing with foreign countries, 
persist in seeking unity of action. A.1 wnits concerned in industry, agriculture, 
trade and transport. @11 porte and hinterlands, 411 departments under the party's 
Central Committee and the State Council and the localities should adopt an over- 
all point of view, act in close coordination and, with one heart and one sind, 
promote together the iaplementation of 411 work and for the realization of the 
readjuet@ent of the national economy, aake unremitting efforts and due contribu- 
tions. 
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TRADE UNION SCHOOLS~-Beijing, 1) Apr (KIMNMUA)--A total of 3,669 echoole for etal’ 

and workere are now run by trade union organizations in various parte 0! 
Chine. The sumber of students studying in these echools has totalled 1.1) @illior 
h the 1979 records, the aumber of such echoole and the total enroll- 
by 275 and 131 percent respectively. Moet of the echoole are run on « 
spare-time basis, weing the facilities of regular echoolse. In addition to these 
schools, the trade unions in Beijing, Harbin, Dalian, Qingdao, Chongqing and 
other big and agediue-sired cities have set up 6) epare-time universities with a 
total enrollment of gore than 30,000. A prominent exemple is the Harbin Municipal 
Workers Spare-Tiae University, which hae five departeents: sachine building, 
chemical engineering, automatic control, cometruction engineering and management 
engineering. More than 7,640 workers are studying in this university. [Beijing 
KINNUA Domestic Service in Chinese 0750 GMT 13 Apr 81) 








LABOR PROTECTION PURUM--The All-Ghina Federation of Trade Unions 6-14 April 
sponsored a forum on labor protection in southern counties at the General Chemical 





representatives from Shanghai. Sichuan, Guangdong and 12 other southern provinces 
and gunicipalities. (Chan: so Hunan Proviacial Service in Mandarin 2315 GT 21 


Apr 81) 
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CHENGDU- CHONGQTINC-GUANGZHOU FLIGHT--Air flights between Chengdu, Chongqing and 
Guangehouw officially began on 3} April 1981. The inauguration of flight We 4311 
of IL-18 aireraft ie to con orm with the readjustment of the national 
and the development of touries. The whole flight is ki 

2 howre 35 sinutes. It leaves Chengdu every Friday and 
[HKO7OR818 Chengdu Sichuan Provincial Service 

















two new air routes--the Hefei-Tunxi 
line. The Hefei-Tunxi-Shanghai line will be served by 


flights each week, on Tuesdays, Thuredays and Sundays. The Hefei-Tunxi-Hangshou 
line will be served by two round flights each : 










16 to 23 April to enable compatriots 


to visit ing the Thenkegiving holiday. 
in Mandarin 1190 GMT 13 Apr 81) 
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GRAND CANAL TOURISM--Sushou, 13 Apr (XINHDA)--An inaugural boatload of 49 fore 
hae opened China's famous Grand Canal, 1,782 kilometers long and over 1,400 years 
old, to the first opportunities for tourtete from abroad since 199. The 

is one of the longest and oldest in the world. It is « system of waterways linking 
the southern and northern sections of the country and wae firet build between 561 
and 618 A.D. during the Sui Dynasty. According to the local travel and 
department, 1,200 foreign tourists will travel the ancient canal in sore than 40 
groups by the end of this year. [Beijing XINHUA in English 1226 GT 13 Apr 81) 
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PUBLICATLONS 


‘CHINA ECONOMIC YEARBOOK--Beijing, 8 Apr (XINHUA)--A 1.5 million-word ZHONGGUO 
JINGIIL NIAMIJTAN [0022 0948 4842 3444 1628 7003 CHINA ECONOMIC YEARBOOK] will be 
published by the "JINGJI GUANLI" periodical company thie coming July. Thies te 
the firet economic yearbook in China. It contains seven parte: «a general intro- 
duction to Ghina; an outline of China's economy; economic statistics; major eco- 
nomic documents, laws and regulations; gajor economic events; theoretic] treatises; 
and an appendix. The first iesue will aleo briefly introduce economic development 
in the last 3 years. It is jointly written and edited by various unite of the 
“Economic Research Center" under the State Council's finance and economics leading 
group, with Kue Mugiao ae chief editor. It will be published in three editions: 

a Chinese Beijing edition, 4 Chinese Hong Kong edition and an English Hong Kong 
edition. It will be published annually. [Beijing XINHUA Domestic Service in 
Chinese 0718 GHT 8 Apr 61) 


CSO: 4006/288 END 




















* ILMED 
lo 








a a 


